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JEWELRY AND 
PRECIOUS STONES 


The firm of I larry Winston. Inc. has been 
for many years the foremost purchaser of 


jewel estates throughout the world. 


We offer the services of our experts who 
are especially qualified to appraise and 
purchase jewels of all types. 

REFERENCES 


The Commercial National Bank & Trust Co.. 40 Wall St., New York City 


Manufacturers Trust Company . 513 Fifth Avenue, New York City 


HARRY WINSTON, Ine. 


New York Office: 7 Kast 5ist Street. New York 22. N.Y. 


Los Angeles Office: 001 Jewelry Trades Building, Los Angeles, California 
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GUARANTY TRUST COMPANY 
OF NEW YORK 


Capital Funds, $369,000,000 


Affording its correspondents exceptional service in 


all phases of banking relationships. 





ps Dealers in 
United States Government Securities 
| State and Municipal Bonds 


140 Broadway Fifth Ave. at 44th St. Madison Ave. at 60th St. Rockefeller Plaza at 50th St. 
New York 15 New York 18 New York 21 New York 20 


Member Federal Deposit Insurance Corporation 
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Statement of Condition April 11, 1949 


ASSETS 
Cash and Due from Banks ° , 
United States Obligations—Direct and fully Guaranteed 
Unpledged_ . . X $ 441,245,733.26 


Pledged—To Secure Public Deposits and 
Deposits Subject to Federal Court Order 


To Secure Trust Deposits 
Under Trust Act of Illinois 
Other Bonds and Securities 
Loans and Discounts 
Real Estate (Bank Building) 
Federal Reserve Bank Stock . 
Customers’ Liability Account of Acceptances 


$ 562,297,377.82 


189,069,826.43 
59,364,079.57 
512,000.00 690.191,639.26 
98,206,053.12 
787,522,450.75 
2,816,524.06 
4,200,000.00 
2,934, 784.81 
4,723,014.55 
545,416.52 
$2,153,437,260.89 


Interest Earned, not Collected . 
Other Assets . : . 


LIABILITIES 
$ 75,000,000.00 
65,000,000.00 
2,888,955.55 
1,209,494.82 
1,500,000.00 
18,029,190.09 
3,662,195.19 


Capital Stock . . 
Surplus. : ‘ 
Other Undivided Profits ‘ 
Discount Collected, but not Earned. 
Dividends Declared, but Unpaid 
Reserve for Taxes, etc. 4 
Liability Account of Acceptances : : ° 
$ 432,279,322.66 
1,378,365,156.47 
75,502,946.11 


Time Deposits . 
Demand Deposits 
Deposits of Public Funds, 1,986,147,425.24 


$2,153,437,260.89 
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This Month s Cover CHRISTIAN C. LUHNOW 
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vited to visit our offices. 
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Silent Exercise of Power 


In the article “Trust Provisions of a 
Will” (April, p. 211) I note in the forms 
under catchlines “Exercise of Power of 
Appointment in Trust” and “Complex 
Residuary Trust” a possible omission un- 
less New York law is more fully devel- 
oped by statute or bench law than Geor- 
gia. Since the introduction of the marital 
trust, the will of a spouse made practi- 
cally concurrent with the other’s will may 
not be effective as to property which may 
be the subject of a power of appointment, 
not because it can’t be done but because 
the court construing the will of the 
spouse attempting to exercise such power 
may say that it is doubtful that the donee 
didn’t know of such power and therefore 
didn’t exercise it. 


Recently, I had this problem: the hus- 
band who possessed considerable property 
made his will. Thereafter the wife be- 
came will-conscious. In her will she stated 
“On...19...my husband... made his 
will and testament attested by ... and 
containing power of appointment to be 
exercised by me. I intend hereby to dis- 
pose of all property which I may own at 
the time of my death or over which I may 
have at the time of my death in virtue of 
any instrument now or hereafter exe- 
cuted by another (including the will and 
testament of my husband) the power of 
appointment or disposition by will or oth- 
erwise” and I might have added “which © 
I shall not have otherwise exercised or 
released.” American Law Institute Re- 
statement on Property, sections 343 and 
344, 


Roy B. Friedin 
Attorney 


Vienna, Ga. 


Ed. Note: Section 18 of New York’s 
Personal Property Law provides that 
personal property subject to a power to 
bequeath passes by a will purporting to 
pass all the personal property of the tes- 
tator unless a contrary intention appears 
therein expressly or by necessary impli- 
cation. Section 176 of Real Property Law 
contains a similar provision respecting 
realty. 
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Statement of Condition, April 11,.1949 


RESOURCES 


Cash and Due from Banks $ 583,354,763.57 
United States Government Obligations 1,076,869,865.20 
Other Bonds and Securities 78,972,444.71 
Loans and Discounts ; 358,103,788.97 
Stock in Federal Reserve Bank 4,500,000.00 
Customers’ Liability on Acceptances 1,373,446.57 
Income Accrued but Not Collected 5,894,294.45 

9,825,000.00 


$2,118,893,603.47 


$1,919,952,947.21 
Acceptances 1,373,446.57 
Reserve for Taxes, Interest, and Expenses. . . 9,140,219.64 
Reserve for Contingencies 18,109,442.54 
Income Collected but Not Earned . 477 ,605.56 
Capital Stock 60,000,000.00 
90,000,000.00 

Undivided Profits 19,839,941.95 - 


$2,118,893,603.47 


United States Government obligations carried at $178,507,134.12 
are pledged to secure public and trust deposits and for other 
purposes as required or permitted by law 


Member Federal Deposit Insurance Corporation 
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EDITORIAL... 


Trust Profits 


ITH business loan volume falling off, along with the 

decline in government holdings, more commercial 
bankers are beginning to look at the possibilities of trust 
and other personal and business services for offsetting 
these losses in earning assets. Government holdings of re- 
porting member banks were down $307 million between 
March 23rd and the 1948 year-end, while loans were 
down $863 million. 


Heads of trust departments will be doing their presi- 
dents and directors, as well as themselves, a good turn by 
calling attention to the progressively upward trend in 
earning assets in the trust department. Further, the trust 
business has proven itself a practically depression-proof 
activity, as shown in the year-by-year compilation of vol- 
ume of assets reported in Feb. ’49 T.&E., p. 74. 

Contrary to the declining trend of bank assets, the vol- 
ume of trust business has been increasing generally. As 
the April survey report showed, 190 trust departments had 
increased assets—38 of them to all-time highs—while only 
eleven had decreases, and these mainly from their all-time 
highs of the previous year. 


Of more point to the earnings picture, recent fee revis- 
ions and renegotiations, combined with operating economies, 
use of the common trust fund and better pre-planning of 
estates, are resulting in substantially better earnings. Net 
income figures are still low compared to the volume and 
work involved, but proof that trust department net income 
can be substantially increased is shown in the results ob- 
tained by the Boston trust company whose program was 
described in the April issue, and the Houston bank that 
increased gross income by 25% and net by 57% during 
1948, although the volume of trust assets rose only 13%. 

The popular recognition of the need for expert invest- 
ment management is also reflected in the spectacular 
growth of the investment companies. The trend to institu- 
tional management of investments is unmistakable and, 
with modern business development and management 
methods, trust departments promise to make increasingly 
larger contributions in the earnings picture. 


Escape from Spiegel 


INCE the startling decision in the Spiegel case (Feb. °49 

T.&E., p. 108) two developments have occurred which 
are designed to preclude its effects. This case held, it will 
be recalled, that the entire value of a million-dollar trust 
fund was taxable in the Chicago merchant’s estate because 
of the $70 possibility (which did not in fact eventuate) that 
the property would return to him if he survived all the 
beneficiaries. Such a provision was not contained in the 
trust agreement but was implied by State law from the 
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failure of the instrument specifically to exclude the possi- 
bility. 

The first development is the enactment of Chapter 201 by 
the Minnesota Legislature. Inasmuch as the Spiegel case was 
based on the premise that a possibility of reverter existed 
by operation of local law (Illinois) the new statute provides 
that no such reversionary interest is to be deemed to exist 
if the settlor of the trust has manifested -an intention to 
divest himself of all interest therein. Instead, the trust fund 
is to be held upon a “resulting trust” for the benefit of the 
State if the settlor survives all the beneficiaries. 


While this law would avoid the taxability of the trust 
in the grantor’s estate, most persons would prefer to have 
their property go otherwise than to the State. In effect this 
statute substitutes the State for the Federal government 
as the recipient of the property if the contingency actually 
occurs—and as to the entire amount rather than the tax 
only. Therefore, the second development referred to may 
prove to be not only of greater practical value but also more 
in keeping with intentions. 

In this case Mr. Irish created a trust for the benefit of 
his family, without providing for the disposition of the fund 
if he survived all the beneficiaries. After the decision in the 
Spiegel case, he petitioned the local Pennsylvania court to 
amend the trust, asserting that through the inadvertence 
and mistake of the draftsman of the trust this contingency 
was not covered, and stating further that he wished now 
to provide that the principal should in that event go to the 
Carnegie Institute of Technology 


Although agreeing with this position, the court denied 
the relief sought so that the question could be passed on 
by the State Supreme Court. The latter tribunal, on April 
llth, sent the case back for further evidence, stating that 
if the lower court finds that the omission was in fact a 
mistake or inadvertence, the court may permit the requeste 
amendment. (See this issue, p. 325.) 

While this decision is not necessarily controlling else- 
where, it suggests a possible avenue of escape for living 
settlors of Spiegel-type trusts. 
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NEWS PARAGRAPHS... 


First Quarter Dividends 


Despite the continued slight decline 
in general business activity during the 
first three months of 1949, cash divi- 
dend payments on common stocks listed 
on the New York Stock Exchange in- 
creased 10.5 per cent over the same pe- 
riod of last year. A total of 661 common 
stocks made distributions equal to or 
better than the 1948 rate. But for the 
first time since the strikes in the spring 
of 1946, year-to-year comparisons are 
less favorable for a number of industrial 
groups. 

Automotive and steel companies led 
the industries increasing their dividends 
with gains of 42.8 and 36.4 per cent, but 
on the other hand, there were eight com- 
panies in.the auto group who either re- 
duced or deferred payments on their 
common stock. In many industries the 
disappearing gap between supply and 
demand has had a varying impact. Tex- 
tile dividends were off 4.1 percent from 
a year ago, yet in the petroleum indus- 
try, which began to experience surplus 
production shortly after mid-1948, divi- 
dends were 10.4 per cent higher. 

Considering that the volume of the 
nation’s industrial output, as measured 
by recognized business indices, has been 
declining moderately since a _ peak 
reached last October, common stock 
dividends have shown marked stability. 
The year has made a promising start 
as regards stockholder income and the 
return currently available on funds in- 
vested in seasoned common stocks. 


a &@ & 


Georgia Trust Meeting 


An appraisal of the opposing views in 
the current debate on the scope of a 
trustee’s management functions was one 
of the highlights of the state-wide meet- 
ing held in Atlanta on March 23 under 
the auspices of the Committee on Trust 
Affairs, Georgia Bankers’ Association. 
In a dinner address published at page 
272 of this issue, John A. Sibley, chair- 
man of the board of the Trust Company 
of Georgia, took the position that 
neither theory is adequate to meet con- 
temporary conditions, and suggested a 
possible middle way. 

At the morning session, presided 
over by Carroll Payne Jones, committee 
chairman who is trust officer of the 
Trust Company of Georgia, the impor- 
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tance of the trust department was de- 
scribed by Mills B: Lane, Jr., president 
of the Citizens and Southern National 
Bank. A three-point program for effec- 
tive collaboration between trustmen and 
attorneys was outlined by James C. 
Shelor, vice president of The Fulton Na- 
tional Bank of Atlanta (see page 276). 
C. Baxter Jones, Macon attorney, re- 
viewed some unusual, off-the-record ex- 
periences in estate administration. 


The session concluded with a panel 
discussion on What’s Happening in the 
Investment World. Leader of the panel 
was Frank E. Taylor, Jr., vice president 
of The Fulton National, with the parti- 
cipants J. Allan Wilson of Citizens and 
Southern, Norman S. Welch, Jr., of 
Trust Company of Georgia, and Paul 
Manners of First National Bank of 
Atlanta. 


The afternoon meeting, presided over 


by N. Baxter Maddox, president of the | 


Clearing House Association who is 
vice president and trust officer of the 
First National, featured a look at Trends 
in the Trust Field by Gilbert T. Stephen- 
son, Director of Trust Research, Ameri- 
can Bankers Association. A joint dis- 
cussion on Trust Development was held 
by Joseph C. Greenfield of the First 
National and Robert A. Alston of Citi- 
zens and Southern. The closing paper 
on Personal Trust Operating Controls, 
by Ray B. Wilhoit, of Trust Company 
of Georgia, is reported at page 309. 
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Indiana Trust Conference 


The annual trust conference of the In- 
diana Bankers Association was held at 
Fort Wayne on April 11 and 12. The 
opening principal address was a review 
of trust business in Indiana by Donald 
S. Morris, vice president and counsel of 
Fletcher Trust Co., Indianapolis, whose 
remarks will be summarized in the 
June issue. 


The other feature of the first morn- 
ing’s session was a talk on estate plan- 
ning by Raymond W. Hilgedag, Indian- 
apolis attorney, which will be rewritten 
for T&E next month. 

Following an address on the progress 
of legal education in the State by John 
M. McFaddin, president of the Indiana 
State Bar Association, the afternoon ses- 
sion was devoted to a panel discussion 
on The Practical Processing of a Trust 


under Will and Other Trust Problems, 
Russell G. Isenbarger, president of Mer. 
chants Trust Co., Muncie, was the mod. 
erator, with J. Albert Smith, of Fidelity 
Trust Co., Indianapolis, John A. Alex. 
ander, Association Counsel, Melburn G. 
Berges of Old National Bank in Evans. 
ville, and V. A. Monroe of Second Na- 
tional Bank, Richmond, as participants, 

Legislation adopted by the 1949 ses. 
sion was outlined at the second day’s 
session by Fred E. Shick, trust officer of 
Union Trust Co., Indianapolis. (See 
page 000 for T&E’s report.) Arthur J. 
O’Hara, vice president of The Northem 
Trust Co., Chicago, then discussed pres. 
ent day trust investments. 

At the closing luncheon, presided over 
by Trust Committee Chairman Earl 6. 
Schwalm, trust officer of Lincoln Na- 
tional Bank and Trust Co., Fort Wayne, 
the function of public relations and ad- 
vertising was the topic of the address 
by Allen Crawford, President of the Fi- 
nancial Public Relations Assn. His re- 
marks are summarized at page 307. 
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Business Profits 


Profits of 3,262 of the leading cor- 
porations in 1948 were 22.4% above 
those for 1947, according to the annual 
study conducted by the National City 
Bank of New York. Net income totalling 
$11.7 billion provided a yield of 14% 
on book assets and 7.3% on sales, com- 
pared to 12.3% and 6.8% respectively 
in the previous year. 

Companies in all but 16 of the 70 cate- 
gories showed increases of net ranging 
up to 75% for oil and gas extraction, 
56° for petroleum products and 52% 
for cement. In the financial field, sales 
finance companies led with 58% in 
crease, while 287 commercial banks re- 
ported 11.5% higher net over 1947. 

Amusements, meat packing, shipping, 
leather tanning and sugar showed the 
heaviest declines, ranging from 51.5% 
to 29% respectively. It is noted that the 
256 companies in the fields of petroleum 
products, railroads, autos & trucks and 
iron and. steel account for more than 
half the total increase in profits of the 
3,262 companies reported. 
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(Additional news on page 302) 
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HE proper scope of trust activities 
is currently the subject of a debate 
in which some of our most brilliant 
minds are at odds. The debate on one 
side is led by the brilliant Mayo Shat- 
tuck* and on the other side by the 


scholarly. Louis Headley.+ It involves 
the question as to whether the gener- 


29 


ally accepted “quantum theory” of trust 
service is adequate to meet modern de- 
mands, 


In a simpler civilization of a former 
age, the res theory of trust activity was 
dominant. A large part of the wealth of 
the people consisted of physical things, 
largely lands. The subject matter of 
trusts was specific property. The duty 
of the trustee was to manage the trust 
property, look after its upkeep, collect 
and pay out the income to a designated 
person, and finally deliver the res to the 
ultimate beneficiary. No investment 
problem was involved. Any enlargement 
of the trustee’s activities was beyond the 
purposes of the trust. 


Under changing conditions a new 
theory developed, the “quantum theory.” 
Wealth no longer consisted primarily 
in things, but in intangible representa- 
tions of value. Men measured these 
symbols of wealth in terms of money 
and exchangeable value. No longer was 
the problem one of keeping safely a 
particular thing. It was that of conserv- 

From address before State-wide meeting spon- 


sored by Committee on Trust Affairs, Georgia 
Bankers Assn., March 23. 


*See Feb. 1947 Trusts AND ESTATES 185 and 
Feb. 1948-119. 


+See Feb. 1949 Trusts aNp EsTATEs 91. 
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JOHN A. SIBLEY 


Chairman of the Board, Trust Company of Georgia, Atlanta 


ing money values, not of retaining 
safely the res. When a settlor established 
a trust and turned over to his trustee 
this type of property, his concern was 
not that the identical property should 
ultimately be distributed to the benefi- 
ciaries. His object was that the value 
of these symbols of property should at 
a later date be delivered intact to the 
beneficiary and, in the meantime, that 
the trust estate should be earning a fair 
rate of return. 


These new economic conditions re- 
quired the trustee to enter into a new 
activity, that of making investments and 
reinvestments. The trustee moved from 
the position of a caretaker to that of a 
prudent investor. That long step for- 
ward imposed new responsibilities upon 
and required new skills of the trustee. 


Difference of Concept 


Mr. Shattuck boldly says: “Ancient 
trust theories and habits of thinking ap- 
pear to be on the very verge of obsol- 
escence” and are “outmoded.” His posi- 
tion seems to rest upon the thesis that 
modern business conditions require a 
type of service that heretofore has not 
been performed by the trustee and not 
embraced in either the res theory or a 
quantum theory. The “quantum theory,” 
Mr. Shattuck asserts, is nearly “if not 
entirely as inadequate as the res theory.” 


On the other hand, Mr. Headley says: 
“so I am unable to discern in the minds 
of testators any great change in the 
object or method as a result of present 
day economic conditions.” Continuing, 


he says, “classical trusteeships offer to 
conserve what the testator has left and 
to make it useful to the survivor; it 
promises nothing more. But the new 
thoughts accept no such finality in 
death; the testator can happily live on 
in the trustee.” Finally he concludes, 
“Should we now abandon conservator- 
ship as our chief vocation and become 
active agents in production?” 


Mr. Shattuck would outmode a well 
established theory because it does not 
embrace services that are required by 
new conditions in some—not all—trusts, 
whereas Mr. Headley refuses to give 
significance to the new conditions be- 
cause they require trust ‘activities not 
falling within long established theory. 
Neither position is wholly correct. Both 
fall into the error that Professor Scott 
points out in his admirable work on 
Trusts: “When a certain investment is 
held in one case to be improper the 
courts are likely to treat the case as a 
precedent, holding that no investment 
of that type is proper. In other words, 
what was decided in one case, as a ques- 
tion of fact, tends to be treated as a 
precedent establishing a rule of law.” 


Neither Theory Adequate 


My own view is that neither the res 
theory nor the quantum theory is out- 
moded; they are both valid today where 
the factual situation justifies. but neither 
theory is adequate to meet the require- 
ments of all trusts. 


The res theory, or the safekeeping 
of an asset over a period of time, is 
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applicable today in some cases. Some 
men of wealth still have their estates in 
lands. For example, a testator owns and 
operates an office building. To him it 
is a permanent investment. It is in 
the best location of a prosperous city. 
He appoints a trustee to hold the title, 
to collect the rents, to manage the 
building, to distribute the income, and 
finally to deliver the title to an institu- 
tion or person. Although such a trust 
may run for a long period of years, it 
is not the settlor’s desire that the build- 
ing be sold, and the proceeds reinvested 
by his trustee. He doesn’t believe that 
the trustee can better the investment 
and he doesn’t want him to try. Such 
cases are rare but still exist. The factual 
situation makes the res theory applic- 


able. 


The quantum theory, or conservation 
of values principle, is applicabie to most 
trusts today. They require a trustee to 
be a good conservator within the mean- 
ing of the quantum theory; that is to 
say, they require the preservation of the 
value of the corpus and a fair rate of 
return on the investment. Nothing more 
is or should be expected. There may be 
some differences of opinion as to the 
method of investment, in the amount of 
emphasis that should be placed upon 
the purchasing power of the dollar, in 
the proportion of the different types of 
suitable securities that a trustee should 
have under existing conditions. None of 
these questions, however, involves new 
theories, merely the intelligent, but at 
times difficult, application of present 
theories. 


New Activities Required 


However, changing conditions may 
require new activities and impose new 
duties upon trustees. In fact, because of 
our changing economy not a_ few 
settlors will require new activities of 
trustees involving managerial responsi- 
bility. These new activities are not im- 
posed because of any theory that some- 
one may defend or refute. They spring 
from necessity and fall within the trust 
purposes of the settlor. 


The wealth of this country has great- 
ly increased in the last generation. 
Many new businesses have come into 
existence. Some of these businesses, 
founded by the efforts of one man, are 
very closely held. In these instances 
where one family owns the controlling 
interest in the business, it is difficult to 
divorce from ownership the managerial 
function which created the business, 
without at the same time permanently 
injuring it or reducing its value. 
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Let us assume that the settlor was 
the founder of such a business, that the 
chief assets of his estate were the busi- 
ness itself or shares of stock represent- 
ing that business. The settlor has several 
business associates with managerial 
ability and an interest, but not a con- 
trolling interest, in the ownership. These 
associates are not able to buy the busi- 
ness at a fair price. The settlor has a 
family for whom he desires to provide. 
There is no market for the stock com- 
mensurate with its earning capacity. 
The ownership of the stock during the 
settlor’s life was coupled with respon- 
sibility to manage the business. 


The settlor desires that the business 
remain intact, knowing that the reve- 
nues from the business, if properly 
managed, will care for his family and 
perhaps give his then minor son a busi- 
ness opportunity which he otherwise 
would not have. The trust instrument 
indicates clearly that the settlor wants 
the business to continue; that he knows 
the business cannot be sold and rein- 
vested in securities which would any- 
where near produce the revenue of 
the business, if properly managed, or 
be sufficient to care for the beneficiaries 
of the trust. 


Could anyone say under these circum- 
stances that it was the duty of the trus- 
tee to sell the business and reinvest in 
securities of less risk, merely to qualify 
as a conservator, and to rid himself of 
managerial responsibility that the settlor 
intended he should assume? The answer 
is “No”—the trustee must refuse to 
accept such trusts unless he is both 
equipped and willing to assume mana- 
gerial responsibility. 


Another Example 


Suppose we take a case in which there 
is no question about the beneficiaries 
being amply supported. Perhaps the 
automobile field offers such an example. 
Assume there is a great motor company 
that has grown up within a generation. 
Its product is known all over the world. 
It has produced a fortune more fabulous 
than men have ever dreamed. It has 
been owned and operated largely by one 
man. None of the stock is owned outside 
of that man’s family. Independently of 
the business, the members of the family 
are well cared for. No question of 
bread and butter is involved. 


The owner of the stock establishes a 
trust. His primary object is to keep the 
business going. His motive for doing so 
may be one or many. The business may 
bear his name and he wants that name 


pefpetuated. He may feel that the busi- 
ness is one that administers to human 
welfare, and he wants it continued for 
that reason. In all évents the ownership 
of the stock has always been accompan- 
ied by managerial responsibility, and 
the very circumstances surrounding 
ownership are such that the control of 
the stock carries with it managerial re- 
sponsibility. 

Should a trustee refuse to accept that 
trust merely because the duties involve 
activities beyond the requirements of 
a good conservator? He must either ac- 
cept the trust with its full responsibili- 
ties, or he must refuse to act at all. 


Resolving the Issue 


Such questions are arising every 
day and, in view of many closely held 
successful companies that have devel- 
oped during the present generation, 
will be multiplied manifold within the 
next few years. 


How will the corporate trustee meet 
and resolve such questions? My answer 
is: not by declaring obsolete well estab- 
lished and useful theories—such land- 
marks are still needed; not by strictly 
adhering in all cases to old guideposts 
in the face of new conditions—new 
bearings may need to be taken; not by 
generalizing upon the duties of trustees 
and then arguing that all trusts fall 
within that generalization—the particu- 
lar trust may and, in some cases, will 
fall outside of the generalizations and 
the assumptions upon which such gen- 
eralizations rest. 


Just as a trustee moved from the pos- 
ition of a caretaker to that of a pru- 
dent investor, he will, as conditions re- 
quire, become a prudent manager. In 
some trusts he will still be merely a 
caretaker; in most cases for many years 
to come he will remain a prudent in- 
vestor, a conservator, if you please, and 
with time and experience he will in 
many cases, in which the trust involves 
managerial responsibility, become a 
prudent manager. 


In continuing old responsibilities and 
assuming new ones, the trustman will 
remain the man of high principles, of 
wisdom and patience—a Solomon with- 
out the benefit of his wives—a Job 
without the curse of his afflictions. 


AAA 


Dallas Estate Council was host on 
May 5 to Harry M. Bardt, president of 
the American Bankers Association Trust 
Division, and vice president and senior 
trust officer of Bank of America. - 
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WHEN THOSE YOU SERVE 
NEED A CUSTODIAN ACCOUNT 
IN NEW YORK... 


HE DEPOsIT of securities in a New York 
Custodian Account is a practical conve- 
nience which can often prove of benefit to 


your customers. 


When such a step appears advisable, the 
Irving Trust Company is well equipped to act 
as Custodian . . . can provide, as well, any 
other correspondent fiduciary or banking 


service which is needed. 
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IRVING GmERus vT 


(C4om z —_ @) 


ONE WALL STREET NEW YORK 15, N. Y. 


ee 


Capital Funds over $116,000,000 Total Resources over $1,100,000,000 


WituiaM N. Enstrom, Chairman of the Board Ricnarp H. West, President 


Personal Trust Division 


Gerorce A. Murpny, Vice President in charge 


MEMBER FEDERAL DEPOSIT INSURANCE CORPORATION 
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OMMON stocks of sound companies 
ie selling at substantially less than 
hook values, in many cases at and below 
net current assets, with no. value what- 
soever attached to physical properties, 
management and goodwill. The entire 
capitalizations of many companies are 
priced in the public market at only two 
to five times one year’s earnings when 
business and profits have been running 
at an all-time high. 










For the past 11 years the average an- 
nual volume of shares traded on that 
Exchange was less than the shares 
traded in the year 1901, 62% of 1932 
volume, the worst depression year of all 
history. We are attempting -to finance 
this great American industry of 1949 
with a public market the size of 1901. 
It just cannot be done. 










In the postwar years (1946-8) new 
debt financing is nearly 714 times new 
common stock capital. That is what our 
tax structure has brought. If industry 
can’t finance with risk capital in good 
times, it never can. Corporations have 
on accumulated reserves. In the event of 
severe depression, the government 
might well have to supply additional 
capital to industry not in the form of 
loans but in the form of risk capital, 
meaning government ownership. 












Double Taxation 






American industry in the three post- 
war years has not been able to pay a 
fair percentage of earnings as dividends. 
In the years 1946 through 1948 about 
40% of earnings was paid as dividends 
compared to 66% in 1929 and about 
75% in 1939. When dividends are paid 
not only increased debt but have drawn 
out they are promptly siphoned away 
from the recipients in the form of taxes 
and unavailable to come back to cor- 
Porations in the form of capital. Large 
estates forced to sell common stocks for 
taxes are competing for what risk capi- 
tal does exist. For each $100 earned 
by a corporation before taxes, after 
said corporation pays 38% tax, if it 


_— 


Based on address before Southeastern Electric 
Exchange, Boca Raton, Fla., April 15th. 
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LET'S BET ON AMERICA 


Businessmen and Bankers Can Restore Incentives 


RICHARD W. COURTS 
Courts & Co., Atlanta, Ga. 


then pays 45% of the remainder, name- 
ly, $27.90, as dividends, the stockhold- 
er in the $25,000 income bracket keeps 
as little as $13.41 of the $100 earned— 
the man in the $200,000 bracket keeps 
as little as $4.99, out of which State in- 
come and ad valorem taxes must be 
paid. Why should they want to own 
American industry! 


A vast portion of our national in- 
come after taxes has accumulated in 
the hands of little people, paying little 
or no taxes. It is natural that these 
people should seek safety first with 
their first savings. There is another 
hoard of safety first people. The pro- 
portion of national income. distributed 
as pensions and other forms of relief 
has increased from 114% in 1929 to 
5% at present. Such distributions now 
run at some $11 billion per year, nearly 
144 times all dividends paid by all 
American corporations in 1948. Such 
benefits are fine, provided we enable 
industry to carry the burden. Meantime 
we see our best men, 
many of them young, 
unwilling to take the 
risks of leaving their 
present jobs to take 
bigger and better jobs 
at higher salaries, 
simply because they 
have participations in 
pension trusts and 
because increased sal- 
aries mean nothing 
after taxes. 


Now, who is being 
hurt? Not the rich 
man—the rich man 
has quit, he can live 
on accumulated 
wealth. Out of tax- 
able income he has 
nothing to put into 
industry, and even if 
he did, plain com- 
mon sense would dic- 
tate that he would be 
utterly foolish to 
take the risks with 


no return. The man 










who starts alone, saves a little, buys a 
new machine to increase his production, 
then employs two or three men—these 
little men who start as proprietorships, 
then partnerships, building out of earn- 
ings, have proved the backbone of our 


country. These are the men who are 
being hurt. They haven’t a chance to 
build business from profits and they ~ 
are unable to incorporate, because risk 
capital is low in supply and has no 
inducement to go into small business. 
There are millions of them, some 3,- 
700,000 tax returns of unincorporated 
businesses and only 500,000 returns of 
corporations. 


The next class of people who are 
being hurt are men willing to work all 
hours of the day to carry the burdens 
placed on industry and to enable the 
government to meet its burdens. 


What is the answer? First, govern- 
ment spending should be reduced to a 


(Continued on page 299) 
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WORKING WITH LAWYERS 
ies oints of denon nterest 


JAMES C. SHELOR 


Vice President, The Fulton National Bank of Atlanta 


HE three points of greatest com- 
mon interest between the attorney 
and the trust officer are, also, three that 
can cause misunderstanding and fric- 
tion: 
1—The formulation of the general 
estate plan. 
2—The drafting of the will; and, 
3—The administration of the estate. 


All parties seem to be in agreement 
that in the average case, it is desirable 
for the trust officer to bear the brunt of 
the work necessary to assemble the data 
required, both financial and family, in 
order to submit a general outline to 
the prospective testator. In most institu- 
tions this takes the form of a work- 
sheet or memorandum which summar- 
izes briefly and in non-technical langu- 
age the result of the interview. It should 
never be in the form of a legal docu- 
ment that could be regarded by the lay- 
man as a will and signed by him in lieu 
of the instrument to be prepared by his 
own attorney following a frank discus- 
sion of the client’s needs. The estate 
plan outline, whether on one typed page 
or in an elaborately designed folder, has 
caused thousands of people to have their 
wills drawn who otherwise would have 
procrastinated forever because of the 
fear that planning a will is an ordeal 
never to be endured. 


Drafting the Will 


Here, however, comes the first real 
test of this relationship between attor- 
ney and trust officer. In years gone by 
bank executives and trust officers, aided 
by their counsel, often ignored the real 
wishes and needs of their customers by 
arrangements under which either office 
lawyers or retained counsel would pre- 
pare wills without charge. Fortunately, 
as far back as 1934, the Clearing House 
banks in Atlanta resolved that their 
Trust Departments would not prepare 
legal documents for, or give legal ad- 
vice, to the public but would insist that 


From address before state-wide meeting conduct- 
ed by Committee on Trust Affairs of Georgia Bank- 
ers Association, March 23. 





276 


those inquiring consult an attorney of 
their own choice. 

The following tabulation, showing the 
number of different attorneys who draft- 
ed wills naming four Atlanta banks, is 
proof of the observance of this very 
sound policy: 


Year Bank Bank Bank Bank 
A B C D 
NS Si 96 31 39 40 
RE se 104 33 46 44 
OSS: 109 41 79 87 


Many of us can remember the pre- 
dictions from commercial bankers and 
some trust officers, when this policy was 
adopted, that we could look for our 
Trust Departments to dry up and blow 
away. Rather, every Trust Department 
now has an enlarged sales force in the 
form of the many attorneys who have 
had opportunities to see for themselves 
the workings of the modern corporate 
trustee. ; 

When the making of a will is dis- 
cussed with a prospect we ask him the 
name of his attorney. If he has no 
choice we give him the names of sev- 
eral. We have no formal list since it is 
seldom that a prospect has no attorney. 
We usually suggest several attorneys in 
oral discussion and vary our suggestions 
considerably because today there are so 
many attorneys skilled in estate mat- 
ters, 


Third Point—Administration 


Considerable ill will has been engend- 
ered in the past because of the manner 
in which the so-called legal work of 
the estate has been handled. At one 
time, we followed the practice of so 
many states where it was, and still is, 
the custom for the trust officer to file 
the will for probate, search the records 
for liens, prepare deeds and contracts, 
and do similar work as a part of the 
job for which executor’s fees are paid. 
In 1934, considering that executor’s 
commissions were being paid us for our 
services of a business and investment 
rather than legal nature, the Atlanta 





banks resolved that they would not pre- 


_ pare and file pleadings in court and 


would in all cases employ counsel to 
probate wills and apply for letters of 
administration or guardianship. 


Time has shown the correctness of 
our feeling that it is poor business for 
any bank to attempt to furnish to an 
estate both business and legal advice 
for the one fee allowed it as executor. 
Trust Department profits are certain to 
be reduced if we must employ “experts” 
and pay them out of our moderate fees 
to perform work that can be done as 
well or better by outside counsel whose 
fees are deductible for tax purposes 
when paid by the estate for which the 
service is rendered. 


No Bargains Needed 


There may have been a time when a 
Trust Department had to offer a “3 for 
1” bargain sale—conservator of prop- 
erty, father confessor to the family 
and legal advice to boot—in order to 
secure an appointment as executor, but 
that day has passed. Our prospects to- 
day want an executor of experience and 
ability to serve their families, and if 
the trust officer is at all sales-minded, 
he can convince a prospect that the fee 
to the lawyer is a wise investment just 
as is the fee to the bank as executor. 


The general policy here is that of 
using the attorney who drew the dece- 
dent’s will. There have been a few in- 
stances where at the written request of 
the family, another attorney of their 
choice was selected. Usually when a sit- 
uation of this type arises, it is far better 
for the family to secure their own coun- 
sel, leaving the draftsman to defend the 
will against their displeasure and pos- 
sible legal attack. 

A few months ago, the Atlanta Bar 
Association conducted an excellent radio 
forum entitled, “Lawyers Talk It Over.” 
Among the subjects discussed were: 
“Why Make A Will,” “Estate Planning,” 
and “Selecting an Executor and Trus- 
tee.” One attorney said, “It is essential 
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that he (the client) select an executor 
with sufficient ability and experience to 
cope with the problems and that he 
give his executor sufficient powers to 
meet these problems.” 


In discussing the choice of executors 
and trustees, another well known attor- 
ney stated: “The lawyer who prepares a 
will can assist his client in the very 
important matter of selecting an execu- 
tor and trustee. The lawyer will know 
from experience’ and from a study of 
decided cases what troubles may be 
expected to result from the haphazard 
selection of unqualified or irresponsible 
executors and trustees.” 


These comments are representative of 
the thinking of the legal profession in 
our state today, and I am willing to 
risk our chances of being selected by 
their clients to serve as executor and 
trustee if they will bring out these points 
when a will is being planned and pre- 
pared. Not for a moment would I sug- 
gest that we have found the one. and 
only method by which the interests of 
our customers and beneficiaries are best 
served, but substantial progress has 
been made along a course that has for 
its objective the furnishing of trust 
service of the highest quality. 


WHY BANKS OPEN OR CLOSE 
TRUST DEPARTMENTS 


Reasons for the opening or closing of 
trust departments in specific cases were 
obtained for a lecture on “Should Your 
Bank Have a Trust Department?” given 
by Chester D. Seftenberg at the 1948 
session of the School of Banking, Uni- 
versity of Wisconsin. Mr. Seftenberg, 
who is vice-president and trust officer 
of First and American National Bank, 
Duluth, queried the banking authorities 
of the fifteen states comprising the Cen- 
tral States Conference which sponsors 
the School, as to the banks under their 
jurisdiction which had opened or closed 
trust departments in recent years. 


Of the 58 such names obtained, 36 
had opened while 22 had closed their 
departments. Twenty-nine of the former 
and 14 of the latter responded to an in- 
quiry as to the reasons which prompted 
their actions. A summary of the reasons 
follows, showing the number of times 
cited (the figures aggregate more than 
the total replies because several reasons 
were given in many cases) : 


17 Existing need for trust service in 
community, or availability of such 
service would be of value 


5 To meet competition of other 
banks 
10 Would add to prestige of institu- 
tion and enable it to offer well 
rounded banking to customers 
6 Source of business to other de- 
partments 
4, Source of profit to bank 
4 Local attorneys urged opening 
2 Bank consolidations 
6 Limited trust service because of 
need for a trustee of a local bond 
issue, pension trust or other ‘ 
special requirement 
Of the above, 15 stated that they felt 
their new department to be a success 
and were optimstic over the future, 
while 8 were doubtful or discouraged 
over the results. 


Reasons for Closing 

6 Did not know enough about running 
a trust department 

3 Business unprofitable 

1 Difficulty of investing 

1 Incompatibility of banking and trust 
business 

9 Insufficient market for business 


2 Originally qualified mainly for one 
price of business 


We maintain complete trust 


services for individuals and corporations. We invite your 


inquiry whenever we can be of assistance in this area. 


CiTy NATIONAL BANK 


AND TRUST COMPANY of Chicago 
208 SOUTH LA SALLE STREET 


(MEMBER FEDERAL DEPOSIT INSURANCE CORP.) 








Three Keys to Trust Profits | 


J. BLAKE LOWE 


Vice President, Equitable Trust Co. of Baltimore and Editor, Taxes and Estates 


ITH some exceptions, trust de- 

partments which receive the full 
cooperation of their commercial depart- 
ments are making real progress—either 
toward profits or to a substantial in- 
crease in profits. Trust departments 
which do not receive such cooperation 
are either stagnating or, at best, pulling 
slowly uphill with the brake on. 

There is, in fact, a vast difference be- 
tween the trust department which is 
operated as a “necessary evil” or as 
an adjunct to the commercial depart- 
ment and a trust department which is 
operated for the purpose of performing 
a valuable service at a profit. In one 
instance, it receives no cooperation or 
only lip service from top management; 
teamwork between the banking and 
trust departments varies from nil to 
spasmodic; and the morale of the 
trust department is usually at a medium 
or low ebb. In the other instance, the 
department has the benefit of a strong 
guiding hand that encourages and rec- 
ognizes the cooperation of bank officers. 

In the first instance, new business is 
developed too slowly to keep pace with 
rising costs. In the second instance, the 
increasing business that emanates from 
commercial and branch office managers 
provides an impetus to the trust depart- 
ment’s morale and profits and to the 
effectiveness of the bank as a commun- 
ity institution. 


Causes of Losses 


A high percentage of trust depart- 
ments are “in the red”—including some 
of the largest departments in the coun- 
try. The causes of unprofitable trust 
operations may be grouped in the fol- 
lowing order of importance: (1) inade- 
quate compensation for the highly tech- 
nical and currently professional services 
rendered; (2) departments that are too 
small in many banks, and cities that do 
not justify such a highly specialized 
service; (3) banks that operate a trust 
department, largely in name only, in 
order to offer a complete banking 
service and as an adjunct to their com- 
mercial business— but without the 
wholehearted interest and backing of 
top management; and (4) banks, large- 
ly in major metropolitan areas, that 
made substantial profits on corporate 
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trust business in the past and secured a 
large volume of personal trust business 
on an unprofitable fee basis. 


In contrast to these “red” trust de- 
partments is an increasing number in 
the Midwest, the South and the West 
which are paying modest or substantial 
dividends. Also in contrast, these de- 
partments are receiving adequate com- 
pensation, based upon cost analyses, 
for the highly specialized services rend- 
ered. They operate in areas that can 
support such services in reasonable 
volume; are fully supported and pro- 
moted by top management, and have 
not been misled or spoiled by the 
“gravy profits” offered by the corporate 
trust business of the past. 


Compensation 


Based upon a survey of compensation 
received by trust departments, in which 
a trust of $100,000 yielding a 4% re- 
turn was taken as a base, fees varied 
from $250 to $750 per annum (or from 
$2.50 to $7.50 per thousand). The av- 
erage fee was approximately $4.75 per 
thousand. 


The above figures are not entirely 
accurate because some fees are divided 
in varying proportions with counsel 
and with co-trustees and other fees, are 
not divided, depending upon the cus- 
toms and local laws. 


Of prime importance, however, is the 
fact that trust companies which have 
made a study of costs have established 
as average compensation a fee of $4.50 
to $5.00 per thousand for present day 
trust service. In most instances, it is 
immaterial whether this fee comes out 
of income or principal. Of equal impor- 
tance, it is a fee which is paid to the 
corporate trustee regardless of the 
number of co-trustees or the additional 
compensation which they may receive. 


Those trust institutions which have 
renegotiated their fees, based upon an- 
alyses of costs, thereby increased their 
annual compensation very substantially. 
Such an increase in compensation, re- 
gardless of the amount involved, repre- 
sents an increase in net income or a de- 
crease in net loss, the equivalent of 
many millions of new trust business. 
Consider a trust department which aver- 


ages a gross fee of $3.00 for each 
thousand dollars of trust principal and 
which, after deduction of operating 
costs, retains 20% of its gross fees. An 
increase of only $15,000 in fees through 
renegotiation would be the equivalent 


of $25,000,000 of new business. 


As a general rule, the increase in fees, 
necessitated by the increase in the cost 
of operations for the specialized services 
rendered, is favorably received by the 
public. Such increases are essential to 
a vast number of trust departments now 
operating in the red or in a twilight 
zone between profit and loss, 


Many trust institutions have done an 
amazing job, in many respects, to de- 
velop trust departments largely on per- 
sonal trust business, and to operate, in 
a comparatively few years trust-wise, at 
a small loss or at a break-even point. 
On the other hand, based upon a policy 
of division of fees with co-trustees, 
bargain fees to special accounts, and a 
very low schedule of fees in some in- 
stances, many trust departments are 
very weak. Renegotiation in such cases 
should result in a substantial addition 
to the annual net profits. 


Conclusion 


The keys to a valuable trust business 
in an increasingly receptive market are 
cooperation from commercial banking 
men, adequate compensation and reason- 
able profits. There are, of course, other 
considerations that may be important 
factors in different institutions. For ex- 
ample: trust departments 


cannot perform a multitude of ser- 
vices for the banking department with- 
out at least a bookkeeping credit for 
the services rendered. 

cannot be used to train men for the 
banking department or to take over 
commercial employees who have not 
worked out or who have worn out. 

must have carefully planned adver- 
tising and development programs. 

must deyelop .sound relations with 
their local bar associations. 

must perform their tasks faithfully 
and well so that the beneficiaries and 
co-trustees of old trusts will readily be- 
come the grantors and testators of an 
expanding business. 
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Standard Oil Company (New Jersey) Reports for 1948... 


A year of Progress and 


Results 


for an Oil-using World!.. 


IL SHORTAGE FEARS of a year ago have vanished. All around 

the world, oil resources are expanding. In doing their part to 
meet the rising needs for oil, this Company and its affiliates last year 
made the greatest efforts in their history. Here are some facts from this 
Company’s Annual Report to its more than 200,000 stockholders... 


1 TOTAL PRODUCTION AGAIN INCREASED. 
After setting new records in both 1946 
and 1947, this Company and affiliates in 
1948 increased crude oil production by 
8% over the year before. Output of crude 
oil by our domestic affiliates represented 
9% of the total crude produced in the 
U.S. Output of affiliates, world-wide, 
represented 14% of world production. 





More wells drilled than ever before. 
Proved reserves increased 


2 SEARCH FOR NEW OJL SOURCES SET 
RECORDS. More wells were drilled than 
ever before. Costs for this were a record 
$374,000,000 in 1948. Proved reserves in 
the earth at year’s end were at a new high. 


14 new Supertankers ordered, each nearly 
twice the size of wartime tankers 


3 EVEN GREATER COSTS FOR EXPANSION AND 
REPLACEMENT were again required to 
meet rising needs for oil. Jersey Standard 





and affiliates spent a record $529,415,000 
in 1948, even more than 1947’s invest- 
ment of 426 millions. For these needs and 
payment of dividends, money again was 
drawn from earnings, from borrowing, 
from sale of assets, and from further call 
on savings of past years. 


4 NEW FACILITIES RESULTED ALL OVER THE 
OIL-PRODUCING WORLD. In Venezuela, 
the world’s largest pipeline was completed. 
Fourteen new supertankers were ordered, 
each nearly twice the capacity of wartime 
tankers. At Montreal and Edmonton in 
Canada; at Billings, Montana; Linden, 
New Jersey; and Baton Rouge, Louisiana, 
new refining facilities for more and better 
oil products went into service. At Amuay, 
Venezuela, a new 60,000 barrels per day 
refinery neared completion. 


New facilities like this modern refinery 
help increase oil supplies 


5. RELATIONS WITH EMPLOYEES CONTINUED 
EXCELLENT. Again there were no do- 
mestic strikes or work stoppages. At year’s 
end the gross investment in property, plant 
and equipment amounted. to $26,600 for 
each of the 129,000 employees of Jersey 
and its affiliated companies. 


BOTH INCOME AND EXPENDITURES ROSE. 
As reported in the consolidated state- 
ment, total income of all companies was 
$3,332,187,000, an increase of 40% over 
1947. At the same time, costs were also 


. 


up 40%. $1,386,248,000 was paid for 
crude oil and other supplies, $573,459,000 
paid to employees, $492,000,000 for other 
operating costs. Taxes of $268,000,000 
were paid. 


7 RECORD NET EARNINGS, LARGELY PLOUGHED 
Back. Consolidated net earnings totaled 
$365,605,000. Yet this total, plus affiliates’ 
earnings assignable to stockholders other 
than Jersey, plus all of the year’s deprecia- 
tion allowances was just about equal to 
the amount of money put back into the 
business to meet pressing needs for expan- 
sion and replacements. Stockholders of 
Standard Oil Company (N.J.) received 
dividends of $2.00 per share of the Com- 
pany’s stock, plus a stock dividend of two 
shares for each 40 shares held. 
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For copies of the full report write 
Room 1626, 30 Rockefeller Plaza, 
New York 20, N. Y. 


LTHOUGH world oil consump- 
tion for the year increased 6.5%, 
and U.S. consumption 5.6%... the 
need was met and more. Threatened 
shortages were averted. Proved re- 
serves in the earth are greater than 
ever before. New, modern facilities 
for meeting present and future needs 
are coming into operation through- 
out the world. Increasingly, human 
progress calls for more and more oil. 
In every way, the year 1948 was a - 
year of progress and results for an 
oil-using world. 


The better vou live, 
the more oil you usel 


STANDARD OIL COMPANY (NEW JERSEY) 


AND AFFILIATED COMPANIES 
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A DISSENT ON 


Capital Gain 


HOULD trustees determine, at their 

peril, the source from which an in- 
vestment company pays its dividends, 
and retain in principal that part of the 
dividends attributable to realized capi- 
tal gains of the investment company? 
This is the general conclusion reached 
by Mayo A. Shattuck, distinguished 
Boston attorney and expert in the law 
of trusts, in a lucid article in the March 
issue of TRUsTs AND Estates’. 


The article reflects convictions that 
the writer recognizes are sincere in the 
case of many individuals who have been 
reared in the tradition of the Boston 
trust. Inasmuch as it assumes as major 
premises many conclusions (described 
as “facts”) with which it is only fair 
to say many reasonable men differ, it 
would seem to be a desirable contribu- 
tion to the controversy (or it might 
better be called the difference in invest- 
ment philosophies) to re-examine some 
of these assumptions. There is reason 
to believe that they do not take into 
consideration developments and evolu- 
tions in investment principles that many 
managements have successfully adopted 
during the last 20 years. 


Questionable Assumptions 


Mr. Shattuck assumes as a fact that 
the sale of a portfolio item by an in- 
vestment company is a disposition of a 
capital asset, and that as a result of 
such sale there is a conversion of capital 
with accompanying legal consequences. 
Dissenters from this point of view gen- 
erally assert that the concept of “capital 
assets” is not to be applied in a vacuum, 
that the portfolio securities of a pru- 
dently administered investment eompany 
are, by reason of the manner in which 
they are administered, more properly 
considered as “working capital. 

Such assertion does not expose 
one to the criticism that investment 
companies embracing this point of view 
are necessarily speculators. Certainly, 


“Capital Gains Distribution — Principal or In- 
come,” page 160. 


ANDREW B. YOUNG, ESQ. 


Stradley, Ronon, Stevens & Young, Philadelphia 
Lecturer in Finance at University of Pennsylvania 


the two Funds described in the article 
as “well known reputable investment 
companies,” do not appear from their 
published statements to have treated 
their portfolio assets as permanent in- 
vestments that acquire the characteris- 
tics of fixed capital. Rather like most 
prudently administered Funds, they have 
been treated as funds which are turned 
over in the normal management of their 
business. These portfolio assets were— 
as in the case of most investment com- 
panies—carried on the respective bal- 
ance sheets at market rather than at 
cost, a practice rarely used in the case 
of capital assets. 


The second questionable assumption 
is that every distribution of a dividend 
out of profits realized on the sale of 
portfolio securities results of necessity 
in a “depletion and waste, for losses 
will certainly predominate in some years 
and gains will inevitably be dissipated.” 
The apparent logic of this position 
caused us much uneasiness at the time 
of the enactment of the Regulated In- 
vestment Companies Supplement of the 
Internal Revenue Code”. We have been 
forced, however, to view this matter 
very much differently as a result of the 
availability of figures which cannot be 
denied. Regardless of the apparent logic 
of the argument, a comparison between 
liquidation values of those companies 
which make a practice of distributing 


*Supplement Q, Internal Revenue Code Sections 
361-2. 


In the March number, Mayo Shattuck 
took issue with the holding in a New 
York case to the effect that dividends 
on investment company shares are to 
be credited entirely to the income bene- 
ficiary of a trust, even though the divi- 
dgnds represent, in part, distribution of 
capital gains. Following its policy of 
affording an open forum for discussion 
of controversial subjects, without neces- 
sarily endorsing either view, TRUSTS AND 
Estates presents the accompanying arti- 
cle, voluntarily submitted by Mr. Young 
who takes a contrary position. 

—Editor’s Note. 
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capital gains on the one hand, and of 
those which do not or which make a 
practice of investing primarily (if not 
exclusively) for ordinary income, on 
the other hand, demonstrates that well 
managed companies in the formér group 
have preserved to their shareholders as 
much and in some instances more of 
their principal than is the case with the 
latter group of companies. 


The performance of these companies 
in terms of relative liquidating values 
over any reasonably long period of 
time shows that the sound administra- 
tion of this policy does not result in 
waste of assets..In this connection it 
should be remembered that the Regula- 
ted Investment Company Supplement 
has been in the law for approximately 
13 years* and some representative com- 
panies have distributed capital gains as 
dividends for at least 20 years. 


Choice of Management 


It might be argued that the defense 
just made is subject to abuse in the 
hands of incompetent or unscrupulous 
managers. However, the fact remains 
that no trustee can expect to be relieved 
of the necessity of making a prudent 
choice in his investment and the mana- 
gers thereof in the first instance, solely 
because of the dividend policy of the 
managers. The policy of management 
becomes significant only so far as it is 
reflected in the actual performance in 
the making of distributions and_ the 
preservation of values over reasonable 
periods of time. Horrible or outstand- 
ing examples of performance can be 
cited for and against adherents to either 
school of thought, but the inevitable 
loss prophesied by the article in ques- 
tion simply is not borne out by the 
record. 


*Section 48(e) of the Revenue Act of 1936 was 
the predecessor to Supplement Q of the Internal 
Revenue Code. The “capital gains dividend’ con- 
cept originated in Section 170(a) of the Revenue 
Act of 1942 but the incentive to distribute all in- 
come from all sources arose out of the 1936 legis- 
lation. 


TRUSTS AND ESTATES 
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Mr. Shattuck suggests that the choice 
of the fiduciary is really between (a) 
an investment company which does not 
invest for capital gains, and which is 
described as one whose purpose is to 
“earn by careful management a reason- 
able and regular return” on investment, 
and (b) all other companies, which 
latter group are described as “specula- 
tive trading enterprises.” No one can 
be so presumptious as to suggest that 
there is only one prudent method of in- 
vesting money and granting to a life 
tenant the return that the trust creator 
reasonably intended he would realize. 
Surely Funds invested exclusively in 
common stock (and a great many of 
the Funds favored by Mr. Shattuck’s 
views are of that class) cannot be de- 
scribed as conservative merely because 
they are invested solely for ordinary 
income. Neither can a Fund that at 
times may be predominantly in bonds, 
senior equities and cash be considered 
speculative solely because it seeks to 
augment regular income with intelligent- 
ly realized gains. 


Primary Beneficiary’s Needs 


The life tenant must live on dollars 
and not on percentage points. Certainly 
the settlor of a trust does not intend 
that the fiduciary should ignore profit 
opportunities in non-income or low in- 
come producing equities when the 
market is low. Such a policy is fre- 
quently disastrous to the remainderman. 
Likewise it is improbable that he who 
creates a trust desires a trustee to dis- 
pose of equities at a market “high” 
and place a very large percentage of the 
funds in Government bonds, to protect 
principal without making arrangements 
to maintain the life tenant’s income by 
a distribution of some of the profits 
realized. 

The experience of changing markets 
in the past has demonstrated that at 
many times the protection of the inter- 
ests of both the life tenant and the 
remainderman requires that distribu- 
tions supplementary to ordinary divi- 
dends and interest are necessary to pre- 
serve a decent living for a life tenant. 
A slightly different aspect of this prop- 
osition has been reflected in statements 
of many courts, particularly during de- 
pression years, that where doubt exists 
as between the interests of life tenant 
and the remainderman, the former 
should be preferred since he or she is 


. generally a more immediate object of 


bounty of the creator of the trust. 


Difference in Philosophy 
Perhaps the basic differences discussed 
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here may be due to the fact that the 
philosophy evidenced by Mr. Shattuck’s 
article is in the last analysis based upon 
investment practices that developed at 
a time when comparatively stably priced 
investments and mortgages were the 
principal assets in a trust portfolio. This 
concept requires radical readjustments 
in dealing with assets like investment 
company shares which change in price 
twice every trading day and which re- 
flect a portfolio consisting of a great 
variety of individual items, each one of 
which in turn is subject to fluctuations 
every hour in every trading day and 
most of which produce widely varying 
rates of return. The concept of securi- 
ties as capital assets, which appears to 
be the cornerstone of the dispute on the 
law, can be explained against this back- 
ground of permanent, rather stably val- 
ued investments, but it is confronted 
with serious doubts as applied to the 
investment situation arising out: of se- 
curities on an active market. 

Mr. Shattuck’s position on this ques- 
tion is in surprising contrast to his pro- 
gressive and notable activity in advanc- 


ing the interests of the life tenant, 
through sponsorship of the Prudent Man 
Rule, management of business interests 
by trustees, and drafting suggestions 
designed for that end. 


These non-legal considerations have 
been labored at length because they seem 
to be at the very base of the differ- 
ences that exist between two schools of 
thought. The rules of law relating to 
apportionment between income and 
principal reflect the application of rules 
of interpretation that the courts and 
legislatures have evolved in order to 
ascertain the intention of the settlor or 
testator where that intention is not 
clear from the examination of the trust 
instrument itself*. The intentions of 
trust creators of necessity are influenced 
by investment policies currently in vogue 
and by changes in levels of values and 
their effects on the cost of living. 


I do not think it is fair to say that 
the decision in Estate of Byrne® upsets 


‘See sub-parapraph 1 of Section 5 of the Uni- 
form Principal and Income Act relating to cash 
dividends declared by a corporation. 


581 N. Y. S. (2d) 23, 192 Mise. 451 (1948). 





Over 17,000 people who attended the Cleveland Home and Flower Show in Cleveland, 

Ohio, last March stopped in at the booth of the brokerage firm of Prescott & Co. to pick 

up packets of material describing what stocks are and how they are bought. Two partners 

and twenty salesmen took names of interested prospects and answered questions. The 

company, which spent $2,000 on the booth and exhibits, reported that the venture was 

highly successful. The firm has opened 43 new accounts as a direct result of the Show, 
and received inquiries from dealers all over the country. 
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established law. It is more objective to 
observe that the law has been rapidly 
evolving in the past couple of decades. 
Even in a state like Pennsylvania, which 
was for a long time a hold-out in favor 
of the “intact value” doctrine and which 
only recently embraced the more modern 
principles expressed in the Uniform 
Principal and Income Act®, the courts 
have recognized that every conversion of 
assets by a corporation followed by a 
distribution of proceeds therefrom as 
a dividend does not create an occasion 


*Uniform Principal and Income Act; Act of May 
8, 19456 PL 416, replaced by Principal and Income 
Act of 1947, Act of July 3, 1947 PL 1283: 
20PS3470. 


for proration of the dividend between 
life tenant and remainderman. 


The trend of the decisions’ would 
seem to be that where the transaction 
does not involve a profit extraordinary 
in amount or arising out of a transac- 
tion extraordinary in character, the 
gains, even though resulting from the 
turning over of assets, are income so 
long as they occur in the ordinary 
course of business*®. The decision in 

'Chauncey’s Estate. 303 Pa. 448 (1931); Dobson’s 
Estate, 26 D&C (Pa.) 154 (1936); Fox’s Trust Es- 
tate, 53 D&C 1 (1945); Central Hanover Bank v. 
Brannan, 111 N. J. Eq. 191. 

5A glance at the prospectuses of companies that 


consider capital gains dividends as a part of their 
regular dividend policy will disclose a statement of 


policy consistent with that outlined above. 


Singleness of Purpose — 


Singleness of Accomplishment 


Few, if any, of our many institutional and 
individual investors seek identical investment 
objectives. Yet, as investment brokers, we ap- 
proach varied objectives with a singleness of 
purpose—to obtain the facts needed and to 
relate the facts to the individual problem. 
















Obtaining information about securities, and 
appraising market trends properly are not 
merely statistical tasks. The results obtained 
can be useful only insofar as they are viewed 
in the exacting light of experience. 


That we are so often able to balance single- 
ness of purpose against singleness of accom- 
plishment is possible solely because results, 
once ob.ained, are put into force by alert 
trading experience. 


This modern investment philosophy is always 
at the service of those investors who require 
no less. 


R. W. Pressprich & Co. 


201 Devonshire Street 
BOSTON 10 


68 William Street 
NEW YORK 5 


Members New York Stock Exchange 












GOVERNMENT, MUNICIPAL, RAILROAD, 
PUBLIC UTILITY, INDUSTRIAL BONDS 
AND INVESTMENT STOCKS 























Matter of Jackson’s Will,® relied upon 
in the Byrne case, is typical’® of the ap. 
proach that many courts have made to 
this matter. Moreover, it might be ob. 
served that the Byrne decision, instead 
of losing favor in New York, appears 
to have received further support in a 
decision by an intermediate appellate 
court'’. Aside from its effect of making 
the law more certain, the only truly 
novel aspect of the Byrne case is the con- 
sideration of the effect that the tax label 
“capital gains dividends” has upon lo- 
cal law. That the answer is “none” is 
hardly revolutionary. 















Migration Under Way 








































In respectfully dissenting from the 
views expressed by Mr. Shattuck, let us 
agree that, while one swallow does not 
make a summer, here the migration has 
been under way for some time and the 
trend of recent decisions has been, if 
anything, uninterrupted. Although the 
laws of the several states are far from 
uniform, open-minded readers will rec- 
ognize that this is a widely held point 
of view that is not radical or heretic as 
has been inferred, that the growing sup- 
port to the views herein expressed does 
not “upset established law,” but rather 
evidences an inevitable trend of the law 
and investment thinking. The admoni- 
tion to fiduciaries generally to run for 
the storm shelter is hardly the answer; 
rather they should set their sails with 
the wind. 

























°257 N. Y. 281. 

See Restatement of the Law of Trusts, Sec. 236 
and State annotations thereto, and 1948 Supple- 
ment abandoning the intact value principle pre- 
viously adopted by the American Law Institute. 

Jn re City Bank of New York, 19 N. Y. L. J. 
2403 (1948.) 

















THE COLUMBIA 
|} GAS SYSTEM, INC. 


Earninc STATEMENTS POR THE TWELVE 
Monrtus Enpep Marcu 31, 1949 


The Columbia Gas System, Inc. has made 
generally available to its security holders 
corporate and consolidated earning state- 
ments for the period April 1, 1948 to 
March 31, 1949, such period beginning 
after the effective date of the Corporation's 
Registration Statement for $45,000,000 
principal amount of 314% Debentures Due 
1973, filed with the Securities and Exchange 
Commission pursuant to the Securities Act 
of 1933, as amended. Upon request, ad- 
dressed to the Corporation at 120 East 41st 
Street, New York 17, N. Y., copies of such 
earning statements will be mailed to the 
Corporation's security holders and to other 
interested’ parties. Such earning statements 
are made generally available to security 
holders in accordance with the provisions of 
Section 11(a) of the Securities Act of 
1933, as amended. 


THE COLUMBIA GAS SYSTEM, INC. 
by E. D. Bivens, 
May 14, 1949. Treasurer 
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GAS RLACEQIE 


1848—Discovery of Gold in California! The ring- 
ing cry—‘‘ Gold” —heard around the world brought 
miners, merchants, industrialists, farmers and men 
of science to develop and use the vast natural re- 
sources of the State. Almost since the Gold Rush 
days, Pacific Gas and Electric Company or its 
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predecessor companies have worked side by side 
with commerce, agriculture and industry to provide 
dependable public utility service so vital to the 
growth and development of the State. The Company 
looks forward to even greater opportunities for 
service to the public in the years ahead. 


Highlights of the 43rd Annual Report...1948 


REVENUES 


Gross operating revenues passed the two hundred 
million dollar mark in 1948, reaching a total of 
$204,242,000. This was an increase of $19,922,000, 
or 10.8%, over the preceding year. Other income, 
largely from interest and dividends, amounted to 
$390,000. Revenues from electric service totaled 
$136,276,000 and accounted for 66.7% of gross 
operating revenues. Sales of gas produced revenues 
of $66,562,000, or 32.6%, and sales of water and 
steam $1,404,000, or .7% of the gross. 


SALES 


Sales of electricity reached a new high record of 
9,037,000,000 kilowatt-hours. The gain over the 
previous year was 564,000,000 kilowatt-hours, or 
6.7%. This gain was achieved despite the temporary 
curtailment of sales occasioned by the unprecedented 
midwinter drought in our territory. Sales of gas also 
established a new peak, increasing 15,091,000,000 
cubic feet, or 10.2%, over the previous year’s record 
to a total of 163,082,000,000 cubic feet. 


CUSTOMERS 


At the close of the year the Company was supplying 
service to a total of 2,145,560 customers, the net 
gain of 128,086 surpassing even the 1947 record. 
Electric customers totaled 1,208,579, gas customers 
919,623, and water and steam customers 17,358. In 
the past ten years, the Company has extended service 
to more than 660,000 new customers, a striking evi- 
dence of the extraordinary growth in population 
which has occurred in our field of operations. 


CONSTRUCTION PROGRAM 


Substantial progress was made on the Company's 
long-range construction program started in 1945, 
immediately after the release of wartime controls. 
This is not only the largest power building program 
in America today but will involve in the next two or 
three years one of the major natural gas pipe line 
projects in the country. More than $158,000,000 was 
spent on construction work in 1948, of which about 
$117,000,000 was obtained from securities sold dur- 
ing the year. 


STOCK OWNERSHIP 


The year 1948 was particularly gratifying in that it 
afforded us an opportunity to welcome 12,966 new 
stockholders into the Company’s family of owners. 
This brings to 154,259 the number of stockholders 
of record. Of these, 94,130 were California residents 
and the remaining 60,129 were located’ in every 
state of the Union and in some foreign countries. 
The average holding is only 93 shares, with a par 
value of $2325. 


PERSONNEL 


At the year-end there were 16,797 men and women 
employed by the Company, 1062 more than at the 
end of the preceding year. The additional employees 
were required by the expanding volume of business 
and increased construction activity. Wages and sal- 
aries paid all employees totaled $62,297,000 in 1948, 
$4,882,000 more than in the previous year. Of the 
total, $36,972,000 was charged against income as 
operating expense and $25,325,000 was charged 
against construction jobs. 


EARNINGS 


Earnings for the common stock were $2.51 per share upon an average of 7,372,582 shares outstanding 
during the year. This compares with $2.57 per share upon an average of 6,565,358 shares outstanding 
during 1947. Total common shares in the hands of the public at the end of 1948 were 7,540,296, 
compared with 6,869,441 at the close of 1947. On these year-end totals, earnings were $2.46 for 


1948 and $2.45 for 1947. 


For the past quarter of a century the trend of 
our rates has been consistently downward. 
Practically alone among all the goods and 
services included in the average household 
budget, our charges for both electricity and 
gas are substantially below prewar levels. 


Now, however, the cumulative effect of 
higher costs has made it necessary to apply 
to the California Public Utilities Commis- 
sion for authority to increase gas rates. This 
was the first application of its kind in 
twenty-eight years. 


On its vast postwar development program 
the Company has already spent in excess of 
$300,000,000. Expenditures during the next 
three years peohaliy will be even larger. To 
enable us to obtain this additional capital 
most economically, it is essential that the 
rates charged for our services continue to 
produce sufficient revenue to cover operat- 
ing costs and yield a fair return on the 
money invested in the business. 


PRESIDENT 


PACIFIC GAS AND ELECTRIC COMPANY 24), MAR SR TEE 


A copy of our 1948 Annual Report to Stockbolders will be supplied upon request to €. J. Beckett, Treasurer 
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P.G.&E. Co., in pres- 
ent form, incorpo- 
rated October 10. 


P.G.&E. inaugurates 
first customer-owner- 
ship financing in U.S. 


Natural gas intro- 
duced into territory 
served by P.G.&E. 





N outlining the facts of bank public 

relations before Group 2 of the IIli- 
nois Bankers Association annual meet- 
ing, C. A. Hemminger, public relations 
director of American National Bank and 
Trust Company of Chicago, presented a 
check list of 50 questions. The degree 
to which these various “avenues of 
communication” are used is shown by 
scoring the answers. 

Mr. Hemminger suggested “writing 
down the things your bank stands for 
and the images you would like to 
create” in the eyes of customers, em- 
ployees, stockholders and the commun- 





PUBLIC RELATIONS QUIZ 


HOW WELL ARE YOU DOING THE JOB? 


action. He remarked the findings of 
the Bureau of Business Research that 
over half of the reasons why people 
quit trading at a certain store were 
owing to some unfortunate action or 
behavior of the personnel, and the par- 
allel situation in banks where an em- 
ployee answers “I don’t know why, 
I only work here,” with its resultant 
creation of mistrust or annoyance. 
“The weakest link in our chain of 
communication with customers and the 
public,” he said, “lies in words or ex- 
pressions used in our business.” ‘Aver- 


ity as a prelude to planning lines of 


age daily float, ‘corporate fiduciary, 
‘testamentary legatees,’ ‘accruals,’ etc. 
were given as examples of words which 
breed indifference or misunderstanding. 
To enable a bank to check the adequacy 
of basic policies and practices that pro- 
mote internal and external conditions 
favorable to good relations, the follow- 
ing ‘Quiz’ was provided. Based on value 
of two points for each Yes score, a total 
of 60-76 would indicate average attain- 
ment of potential good-will, 76-96 ex- 
cellent to ‘tops.’ If the score is over 
that, Mr. Hemminger suggests a recheck, 
as “nobody is that good!” 











































Score Two for 11. Do you have a plan for encouraging employees 





A. NEW EMPLOYEES “Yes.” Zero to make suggestions? Yes... No 
oe ” 
for “No. 12. Do you award bonuses or otherwise compen- 
1. Do you use aptitude tests in the selection of sate (other than through merit increases) for 
new employees? >? es suggestions adopted? , Rs No. 
2. Do you have a regular procedure for induct- 13. Do you provide employees with special facil- 
ing the new employee into the bank’s organ- ities for rest, luncheons, recreation? Yes No 
ization, teaching him what the bank is and 
does, making him feel that he is a part of it? Yes net Score, “Employee Relations” 
3. Do you either (1) send new employes to the 
AIB basic course in banking or (2) make the D. BANK DIRECTORS AND SHAREHOLDERS 
beginners’ course available through a study ° ; 
group? (If you do either, or both, answer 14. Are your directors fully informed about the 
“Yes,”) Ves eres bank’s practices, operations, and policies? . ee No 
15. Do your directors get new business and build 
Score, “New Employees” good-will with present customers? Yes No 
16. Do your directors regularly receive literature 
B. SALARIES, BONUSES, RETIREMENT of an informative nature concerning the bank- 
4. Is the administration of personnel matters ing business and copies of important publica- 
in your bank centralized with a single respon- tions of the American Bankers and Illinois 
sible individual? —— Bankers Association? , Se No. 
S. De you have a system of job analysis with 17. Do you sell your shareholders on the idea of 
: s de 5 
well-defined: rates and ranges and a plan for getting new business for the bank? Yes No. 
giving increases on a merit basis as a result 
of periodic rating of employees for their work? Yes No Score, “Bank Directors and Shareholders” 
6. Is your salary schedule well balanced and in 
keeping with the times? . ie No E. EMPLOYEES AS PUBLIC RELATIONS PERSONNEL 
7. Do you have a fixed policy on annual vacation 18. Do your employees work with each other in 
time, and sick leave time? ee a team spirit, lending a helping hand when- 
ever necessary? Tee 
8. Does your bank provide security for employ- ie \ : 7 
ees through a retirement plan, group life in- 19. When the telephone rings, do your employees 
surance, accident and hospitalization insur- give the bank name and their own or name 
ance? ae ae of their department — do they enunciate 
Q Kae clearly? Yes No 
9. If your earnings permit it, do you pay regular 
bonuses to your employees? ek he 20. Do employees make a conscientious effort to 
call each customer by name? Se No 
Score, “Salaries, Bonuses, Retirement” ————- 21. Do employees answer questions in a polite, 
considerate manner, and refer questions they 
C. EMPLOYEE RELATIONS can’t answer to the proper officer? Yes No... 
10. Is your personnel sufficiently ‘informed to 22. Do employees make a consistent effort in and 
interpret properly your bank’s policies to the ont of banking hours to encourage their : 
public? (This calls for issuing special bulle- friends and acquaintances to use your bank? Yes No 
tins to employees, holding staff conferences, 23. Do employees speak highly of your bank as 
distributing advance copies of advertising.) Yes No. a place to work? Teo. No... 





284 


3l. 


32. 


33. 









rr 


34. | 


37. 





lary,’ 


ete, 
which 
ding. 
quacy 
: pro- 
itions 
llow- 
value 
total 
ttain- 
D ex: 
over 


heck, 


TES 





26. 


27. 


28. 


3l. 


32. 


34. 


37. 


. Do employees plan their work to make every 


. Are employees neat and careful of their ap- 


pearance? TH Ne. 


Ta. j | eee 


motion count? 


Score, “Employees as Public Relations: 
Personnel” 


F. OFFICERS AS PUBLIC RELATIONS 


If your officers must decline a loan or some 
other request, do they take time to explain 
clearly and frankly the reason for the refusal? 


PERSONNEL 


Do officers call on each commercial customer 
at his place of business at least once a year? 


Do officers always maintain a friendly spirit in 
dealing with employees and attempt a sympa- 
thetic solution of employee’s problems? 


Do officers participate fully and completely 
in community and civic undertakings, working 
with local and farm organizations: Do they 
take advantage of every opportunity to speak 
on banking topics? 


Score, “Officers as Public Relations Personnel” 


G. CONTACTS WITH CUSTOMERS 


. Do you have an officer to open new accounts 


and explain regulations? 


Do you write letters of appreciation to new 
customers? 


Do you send customers prompt notification of 
changes in your bank’s regulations? 


. Do you keep track of your present customers’ 


activities and congratulate them when the 
occasion warrants? 


Do you call to the attention of the customer 
financial opportunities of possible benefit to 
himself? 


Score, “Contacts with Customers” 


H. THE BANKING “PLANT” 


. Are your banking rooms attractive and com- 


fortable; if not, are you doing anything to 
make them more so? 


. Are the physical working conditions in your 


bank pleasant and healthful for your employ- 
ees; if not, are you improving them or plan- 
ning to do so? 


Score, “The Banking ‘Plant’?” — 


I. BANK’S SERVICES 


Are your services and plans geared to meet 
the present-day needs of customers and pros- 
pects? Answer “Yes,” if your present ser- 
vices or plans include at least six of the fol- 
lowing: 
(a) consumer installment credit either 
direct, indirect, or both 
(b) convenience checking accounts 
(c) banking by mail 
(d) telephone, gas, and electric bill col- 
lection 


(e) Christmas, vacation, and/or other 
“Special” savings plans 


(f) term loans to small business 
(g) up-to-date home mortgage loan plans 
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38. 


39. 


41. 


42. 





(h) loans to servicemen under the G.I. 
Bill — 


(i) modern farm lotne. 


Do you provide your industrial and commer- 
cial accounts with information about their 
own and related lines of business? 


Score, “Your Bank’s Services” 


J.. ADVERTISING PROGRAM 


Do you utilize all available means of keeping 
customers and potential customers informed 
about your bank’s services? 


. Is your advertising based upon an actual 


study of the local market for banking 


services? 


Do advertisements actually explain the use 
and advantages of your services? 


Are your advertisements attractively and taste- 
fully presented? 


43. Are your letters to customers and others care- 


fully planned, well written, and friendly? 


44, Are your window and lobby displays timely . , 


47. 


49. 


50. 


and effective? 


Score, “Your Advertising Program” 


K. PUBLICITY 


% os 
. Do you maintain friendly relations with the 


newspaper men, inviting them to bank and 
association functions? 


. Do you prepare memoranda and news releases 


for the press when your bank or a staff mem- 
ber does something newsworthy? 


Do you give the facts to the reporters when 
they seek legitimate information about your 
bank? 





Score, “Publicity” 


L. RELATIONS WITH OTHER BANKS 


. Do you cooperate with other local banks in 


the solution of mutual banking problems? 

Do you cooperate with your bankers associa- 
tion in replying to questionnaires, sponsoring 
legislation, attending meetings, and contribu- 
ting to studies of bank subjects? 


Do you attend bank association conferences to 
exchange experiences and gain ideas about 
banking and business? 


Score, “Relations with Other Banks” 


Cumulative Score 





IT EVEN TAXES THE IMAGINATION 


Whether one gazes fondly at Washington, or eyes it askance 


Depends on whether it seems like a helping hand or feels 


like a. kick in the pants. 


If youre in doubt as to your status, it’s easy enough to 


figure the score: 


Youw’re either one of those it’s doing something TO, or one 





of those it claims to be doing something FOR. 


Rod Maclean, Union Bank & Trust Co. 
of Los Angeles. 
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The Chase offers trust officers and others 


acting in fiduciary capacities a well 


rounded service in this type of invest 
ment. Inquiries will receive the per- 


sonal attention of experienced officers 


Bond Department 


THE CHASE NATIONAL BANK 


OF THE CITY OF NEW YORK 


Member Federal Deposit Insurance Corporation 











TOMORROW'S ESTATE OWNERS 


BANK-SCHOOL PROGRAM DEVELOPS 








UNDERSTANDING OF SAVINGS 


6641 OME up to the Board Room with 

me, I’d like to show you some- 
thing.” The Senior Vice-President of 
The Bowery Savings Bank is talking to 
a member of his Board of Trustees. 

There in the Board Room, seated in 
a circle, are twenty-five bright looking 
Junior High School students. Miss 
Copeland, an expert in film forums, 
leads a discussion of the film they have 
just seen: “Your Thrift Habits.” 

“What ways of saving are shown in 
the film?” she asks. 

Hands go up; Jerry gets the nod and 
says “The boy in the film wanted a 
camera so he made a budget.” 

“Why did he make a budget?” Miss 
Copeland asks. 

“He needed a plan” said Jerry. 

Murray is bursting to talk. He gets 
the wink: “Taking care of your things 
and fixing them like the boy fixed his 
pen in the film is another way of sav- 
ing.” 

“Do we agree with Murray?” “What 
do you say, Sandra?” 

“Yes, of course. If you take care of 
your own things and respect others’ 
things, everybody can save more.” 

“Neil, what do you say?” 

“Smart buying is another way the 
boy in the film saved. He refused to 
buy a cheap pen when the old one wore 
out.” 

Then Miss Copeland said “What does 
this all mean to us?” “What do we 
want?” 

Mary Ann: “I want to save so I can 
g0 to college.” 

“Why?” 

“Because I want to be a nurse.” 

“Why?” 

“I'll be able to look after myself and 
do good for sick people.” 

“Why ?—because you want individual 
security.” : 
* % *% 

“Now,” asks the leader, “What does 
individual security have to do with the 
power of our nation?” “I ask you this 
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THOMAS L. COTTON 
Public Relations Counsel, New York City 


because the next film we see is called 


‘The Power Behind the Nation’ .” 


Murray gets the nod again: “If we 
go after the things we want and save 
regularly for them, we get individual 
security and this adds up to a strong 
nation.” 

“What’s your idea, Richard?” 

“Money saved and put into the bank 
is used for building railroads, factories, 
dams, ships, planes and these are things 
which make the nation strong.” 

“The school savings we put in this 
bank pile up” said Ted (age 14) “until 
some one wants capital. Then the bank 
makes an investment in a railroad or a 
waterworks or something. But this can’t 
make the nation strong if there isn’t 
teamplay and leadership.” 


The Trustee turned to the Senior Vice- 
President as they withdrew to another 
room: “Tell me, what is this? How long 
have you been training these children?” 





Chester W. Schmidt, Asst. Treas. of The 
Bowery Savings Bank, dances with a pretty 
Junior Advisor from P. S. 12 


Vice-President MacDowell’s answer 
was the story of the Junior Advisory 
Board of the Bowery Savings Bank, one 
part of a broad long-range community 
relations program on the Lower East 


Side of New York City. 


Origination of the Program 


During the summer of 1948, Presi- 
dent Henry Bruere, of the Bowery Sav- 
ings Bank employed the writer as public 
relations consultant. He wanted a pro- 
gram of community relations tied into 
the school savings program which the 
Bowery had been carrying on for 
twenty-five years. The building of a 
‘Junior Advisory Board’ was proposed 
in order that young potential leaders 
might be identified, trained and devel- 
oped for loyal activity on bank-com- 
munity problems. Mr. Bruere liked the 
idea and decided to test it out. 


Identification of potential leaders is 
not difficult. The principal and teachers 
of a school select 35 pupils of leader- 
ship quality and give us their home ad- 
dresses. Mr. Bruere writes each child a 
personal invitation to become a Junior 
Advisor. The letter urges the child to 
attend six briefing sessions in the bank 
at 3:30 to 5:30 P.M. on Wednesdays 
and Fridays. 


There are four parts to each session 
(1) refreshments (2) a film forum (3) 
a bank talk or visit (4) a comic film. 
The general theme of our sessions is 
“Individual Security through Commun- 
ity Leadership” with six sub-themes, 
one for each session. A documentary 
film is shown and discussed at each 
session to nail down the program themes. 


In discussing the magnificent film for 
the final session “Behind the Nation” 
it becomes clear to these young people 
that the real power behind this nation 
are the individuals who know how to 
be good team-players and democratic 
leaders and save for their own security. 

At the last session the group elects 
a Continuation Committee to plan fu- 
ture activities of the Junior Advisors. 
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Discussion Program 


Theme 


Save Regularly 
Cooperate with your 
Government 

Be a Good Team-player 
Be a leader 

Do Things for Your 
Community 

Individual Security and 


Community Leadership Make 


the Nation Strong 


Groups from five different schools have 
now gone through the six sessions and 
elected their delegation to the Continu- 
ation Committee, which now comprises 
60 Junior Advisors. .This Committee 
works on bank-community problems. 


What do we mean by bank-community 
problems? At a meeting of the Continu- 
ation Committee, the Juniors learned 
that Seward Park High School, to which 
many of them will go when they gradu- 
ate from Junior High, does not have a 
school savings program. One youngster 
said “that’s a gyp. I’ve been saving 
since the fourth grade.” Whereupon the 
Committee elected a delegation to call 
on Mr. Bruere to ask for his help. 


Impressed by the enthusiasm of the 
delegation, Mr. Bruere had the matter 
presented to the school officials who are 


Film 
“Your Thrift Habits.” 
“Doubtful Dollars” 
(counterfeiting) 
“Team Work” 
“By Jupiter” 
“Make Way for Youth” 


“Power Behind the Nation” 





giving the matter serious consideration. 
We have found that our dealing with 
children focuses the attention of adults 
on our community relations program. 
The Community Education Department 
of New York University has asked us 
to conduct a class on community organ- 
ization, giving the students our experi- 
ence in the use of the film forum in 
training for leadership. The settlement 
houses, civic, recreational and educa- 
tional resources in the community, are 
beginning to notice what we are doing, 
and we keep them informed and ask for 
their criticism and cooperation. As a 
result, some of our Junior Advisors 
serving on talent-teams have taken the 
thrift message to schools and social 
agencies in the community. 

Under the supervision of a staff com- 
mittee headed by the chief executive 


speaking of CALIFORNIA.. 


When your customers come to California you can 


assure them of the same friendly, helpful trust service here 


at Security that you pride yourself on giving 





them when they are at home. 


TRUST DEPARTMENT 


Largest Trust Business in the West 


ECURITY- FIRST 


NATIONAL BANK 


OF LOS ANGELES 


HEAD OFFICE 
SIXTH AND SPRING STREETS 


of the branch, sessions are conducted by 
a staff team coached by the consultant, 
The film forum leader is brought in 
specially for that work. Chester W, 
Schmidt, an assistant treasurer, is the 
team’s emcee, vice-president Watson 
MacDowell explains the bank functions, 
aided by the director of the School Say. 
ings Department, a New Account recep. 
tionist and a staff assistant. 

On Wednesdays they talk about the 
different kinds of accounts or services 
the bank provides. On Fridays the 
whole group is shown behind the counter 
and the vaults and other protective de. 
vices, which they particularly enjoy. On 
the third Wednesday they are made 
“trustees.” Having heard how the bank 
invests the money of the depositors, giv. 
ing them the role of trustees serves to 
focus their attention and make the story 
more real, 


Questions and Response 


The children elect some of their num- 
ber to be Mr. Bruere, and other officers, 
the -others volunteer to be the trustees, 
They are given a copy of the bank’s 
financial statement and the various 
items on the statement are explained 
and their questions answered. 

They usually ask ‘What is a trustee?’ 
‘What is a Government bond, an FHA 
loan, a railroad bond and a mortgage. 
Of course, the reasons for keeping so 
much money in cash, the role of ‘inter- 
est,’ the source of surplus and who 
owns it are given by the bank’s senior 
vice-president, and they get an under- 
standing of the power of small sums 
when brought together and put to work. 

Some of the questions they ask show 
quite a grasp of management problems, 
such as that of repossessing a home on 
which a mortgage has become delinqu- 
ent and they are especially interested in 
the personal aspects. At the children’s 
own request we gave them a test, by 
a series of true and false questions, in 
which they averaged about 80 per cent 
correct answers. This is one reason we 
are convinced that this type of program 
is planting seeds which should bear good 
fruit in the future. 


Charles E. Carroll, Public Relations 
Director for Ford Motor Company, has 
said that “The impact of word-of-mouth 
public relations is greater than the com- 
bined effect of all of our other efforts.” 
How much more pertinent is eye-to-eye 
talk in the intimate. business of hand- 
ling family trusts and estates. 

In his exceedingly thoughtful article 
“Communication in Practical Affairs,” 
Leo Nepelski says: “In highly organ- 


TRUSTS AND ESTATES 




















Chester W. Schmidt 


made Assistant Treasurer 
conducting a forum with the Junior Advisors 
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ized groups the communicator has little 
direct contact with those to whom he 
addresses himself. There is little provis- 
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the communicator so that he can better 
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SPECIALIZING IN THE SETTLEMENT OF ESTATES 
FOR 62 YEARS 


Trust Funds over $275,000,000 


FIDELITY TRUST COMPANY 
PITTSBURGH, PA. 


At the Bowery Savings Bank, we are 
employing the principles of community 
organization which, as noted below, may 
be applied by any one wishing to de- 
velop two-way communication on either 
banking or fiduciary matters: 


1, The community is always in 
command of its own destiny; it 
wants to be consulted and resents pa- 
ternalistic gestures for its better- 
ment. 

2. Since communities, like indi- 
viduals, are all different, the program 
must be adaptable. 

3. Try to advance goals in which 
the whole community has a stake; 
let others grind your axe for you. 

4. The community relations expert 
should always be on tap, rarely on 
top. 

5. Make friends by being a hard 
working friend for good causes in the 
community. 


If we conclude that community bet- 
terment is our chief goal, and work 
sincerely to that end, we will be promo- 
ting more business for the institutions 
we represent. The big plus for the fi- 
nancial institution which can take this 
long term point of view is, of course, 
the opportunity it gives for intimate 
communication back and forth between 
representatives of the institution and 
future customers in the community. 


We are not trying to make the Bow- 
ery Savings Bank into a philanthropy— 
no institution should try to become the 
fish that tried to climb a mountain. 
There is a vast portion of our popula- 
tion unconvinced that the capitalistic 
system can fulfill our needs better than 
any other. It is the task set. before us 
to prove this point beyond a shadow of 
a doubt. The hopeful thing about it is 
that those ‘institutions which have sin- 
cerely tried to build better communities 
have prospered in the effort. 
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and Others 


Send for Brochure Describing 
Methods and Procedure 


APPRAISALS FOR TAX 
AND OTHER PURPOSES 


HIRAM H. PARKE, President 


ARTHUR SWANN, LESLIE A. HYAM 
§ Vice Presidents 


LOUIS J. MARION, Ass’t Vice-Pres. 


| MAX BARTHOLET, Sec. & Treas. 
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A PROSPECTUS ON REQUEST 
from your investment dealer or 
Distributors Group, Incorporated 
63 Wall Street, New York 5, N. Y. 









HE Trust Division of the New York 
State Bankers’ Association conduc- 
ted a series of seven meetings on trust 
business development in various sec- 
tions of the state during the month of 
April. The meetings, which were under 
the auspices of the Trust Business De- 
velopment Committee of the Division, 
were held at East Aurora, Rochester, 
Albany, Syracuse, Binghamton, White 
Plains and Garden City. 


Total attendance at the seven meetings 
was 206 persons, comprised of both 
trust and commercial officers who heard 
members of the committee outline the 
several phases of trust development 
through the medium of informing both 
the people in and closely related to the 
bank itself and the public in general, as 
to trust services. 

The speaking assignments were shared 
by William L. Darling, assistant vice 
president, City Bank Farmers Trust Co., 
New York; Arthur S. Carruthers, as- 
sistant trust officer, Lincoln Rochester 
Trust Co.; Frederick Hainfeld, Jr., vice 
president, Garden City Bank and Trust 
Co.; Edward F. McDougal, manager, 
advertising and Public Relations, Bank- 


ers Trust Co., New York; and David T. ‘ 


Pyne, vice president and trust officer, 
First Bank and Trust Co., Utica. They 
are all members of the committee, 
whose chairman is Paul Campbell, as- 
sistant vice president and _ secretary, 
Uniied States Trust Co., New York. 
The comprehensive outline of a pro- 
motional campaign is reproduced here 
as suggestive to other groups which 
may undertake meetings of this nature. 


OUTLINE OF PROMOTIONAL 
CAMPAIGN 


1. INTERNAL EDUCATION ON TRUST 
FUNCTIONS 


I. Objectives 


A. To acquaint personnel of Bank 
with policies, services perform- 
ed, benefits to customers and 
compensation paid 

B. To familiarize staff with trust 
promotion program 

C. To make staff more new busi- 
ness conscious 

D. To emphasize Bank’s function 
as a community enterprise 
through its trust services 


E. To produce a maximum of 
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George Veit, Teller of The Stamford Trust Company is shown above displaying a thousand 
dollar bill to a score of school children of the junior business group of the Burdick 
Junior High School who visited the bank recently. Student tours of the bank’s facilities 
have been launched here as part of the bank’s extensive community program to dramatize 
the operations of the American enterprise system. 
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Trust Promotion Campat en 


profitable business at the mini- 
mum cost 


II. Scope 


A. 


Stockholders, directors, officers, 
staff members and other em. 
ployees 


Ill. Media 


G. 


H. 


A. Annual reports 
B. 
C 


. Periodic meetings of directors, 


Special enclosures 


officers, key men 


. Training courses by trust off- 


cials, by outside specialists 


. Personal contact 


Booklets 

1. Glossary of trust terms 

2. Master booklet 

3. ‘Specialized booklets 
Collateral aids 

1. Movies 

2. Bulletin board 

3. House magazine or bulletin 
4. Special reading material 
Personally conducted tours 


IV. Code of general policies 


A. 


Primary function of trust 
service 
Scope of service in community 


Release of information 


. Place of trust services in Bank’s 


“sample kit” 


Cooperation of commercial 
officers 


Impartial advice to customers 


. Cooperation with lawyers, in- 


surance men and accountants 


. Systematic and continuous éf- 


forts to promote 


2. RELATIONS WITH EXTERNAL PUBLICS 


I. Groups From Whom we Seek to 
Develop Understanding Coopera- 


tion 


Attorneys, Life Underwriters, Ac- 


countants, Brokers, Business 
and Investment. Counselors, 
Editorial or News staffs of 
newspapers, Educators and 
students, Legislators and regu 
latory bodies, Other banks 


Il. Groups From Whom we Seek 
Business 


Stockholders, 


directors, officers, 
staff, Customers of other De- 
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partments, Persons associated 
with trusts and estates now in 
administration, Outside pros- 
pects developed through com- 
munity activities and in other 
ways 





. Printed Materials 


1. Hand out and counter pieces 


2. Descriptive booklets on ser- 
vices and fees 

3. Floors cards, check desk 
signs; posters for use on desks, 
in vaults and coupon rooms, 
in building elevators, etc. 

4. Direct mail pieces, includ- 
ing “stuffers” for dividends 
and statements 


. Mass Contacts 


1. Personal appearances before 
civic groups, service clubs, 
women’s clubs, church groups, 
fraternal organizations 

2. Participation in community 
activities 





mini- 
Ill. Media Used to Reach Various 
External Publics 
A. Personal Solicitation 
licers, ‘ 
all (a) Full or part time by trust 
officers (b) By commercial 
officers 
B. Advertising 
Newspapers, Radio, Television 
Comunity programs, bulletins, 
etoek Billboards, 24 sheets, Car 
cards, Window displays, Mag- 
azines 
t offi 
is 
s 
lletin 
al 
rs 
trust 
unity 
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A horse-drawn carriage of the Colonial period driven by costumed driver arriving at 
the new office of the State-Planters Bank and Trust Company, Richmond, Va., after a 
* drive through the main thoroughfares of the city. 


tS) 


Amid an atmosphere of early American grace and charm, complimented by the soft 
lighting of crystal chandeliers and string music, the bank’s guests were escorted on inspec- 
tion tours of the bank which included a demonstration of new mechanical equipment used 
in modern banking, and such facilities as the drive-in teller, night depository, and the 
vault. 
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3. Trust forums and open 
house activities for general 
public or specific groups 

4. Films 

5. Turn-over charts 


E. Publicity 


1. Newspaper and radio news 
news releases and interviews 

2. Coverage of speeches be- 
fore groups 

3. Periodic open house inspec- 
tions for press 

4. Press and radio luncheons 


A AA 


MEREDITH 


GALLERIES 





16 East 52ND STREET 
NEW YORK 22, N. Y. 
PLAZA 3-0572 


SALES AT PUBLIC AUCTION 
FOR ESTATES OR INDIVIDUALS 
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Pension Views and Previews 


VERNE ARENDS 


Assistant Secretary, The Northwestern Mutual Life Insurance Company 


XPERIENCE has _ conclusively 

shown that pension trdsts are not 
just a flash in the pan. Such business 
will continue to be of importance to 
life insurance and trust companies so 
long as both realize the necessity of 
continued contributions toward the 
creation and maintenance of pension 
trusts. Based upon our experience, | 
believe the following ideas to be of 
general interest: 


1. Pension trusts are the most popu- 
lar of the three available types of plans 
—pension, profit-sharing and stock bo- 
nus. Although several years ago profit- 
sharing trusts seemed to be more popu- 
lar than pension trusts, their popularity 
has slipped perceptibly. 

2. Generally speaking, most large 
companies already have some kind of 
plan but a substantial number of smaller 
companies do not. Therefore the pen- 
sion trust prospect list is still long but 
contains the names of very few con- 
cerns of substantial size. - 


3. Many employers who really have 
retirement income in mind have estab- 
lished profit-sharing plans in order to 
avoid the fixed dollar commitment. In 
other words, they establish profit-shar- 
ing plans which are in effect money 
purchase pension plans—they are not 
incentive plans in the sense that a true 
profit-sharing plan would be. I believe 
that a real incentive profit-sharing plan 
must provide for periodic distributions 
of money to the participants. Unless 
cash is distributed from a profit-sharing 
plan at least every few years, the em- 
ployee does not receive the psychologi- 
cal lift needed to provide an incentive 
for increased and more efficient produc- 
tion. 


Individual Attention Possible 


4. Many trusts today are dispensing 
with Pension Committees and Advisory 
Committees. In lieu thereof, they are 
using individual Trustees or one or two 
individual Trustees serving jointly with 
a Corporate Trustee. This method of op- 
eration keeps administrative details at 
a minimum and permits the individual 


Summary of an address before the Milwaukee 
Life Insurance and Trust Council. 
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attention which the Pension Committee- 
Corporate Trustee arrangement also 
provides. In our experience the type of 
Trustees used presents a 50-50 picture— 
approximately one-half of the trusts 
use individual Trustees and the other 
half use Corporate Trustees. 


5. Experience has shown the value of 
keeping pension plans simple, particu- 
larly in the benefit formula. When plans 
are complicated they are not only diffi- 
cult to administer but they place em- 
ployees in a position of not being able 
to readily understand what benefits they 
may expect therefrom. Unless an em- 
ployee understands what he is getting, 
he will not appreciate it. If the employee 
fails to appreciate it the plan will not 
serve its purpose and the employer may 
ultimately become dissatisfied with it. 


Current Plans Inadequate 


6. A great many plans designed in 
the past eight years — particularly in 
the early part of that period—failed to 
specifically cover obvious and some not 
so obvious contingencies in the trust 
agreement designed to effectuate the 
plan. That failure has made necessary 
extra administrative work as well as 
many exploratory and corrective amend- 
ments to existing trust agreements. If 
we use discernment and good judgment 
while viewing the past we should be 





“Whattaya expect They took out for old- 

age retirement, union dues, sick-benefit and 

hospitalization, group insurance, withholding 

tax, employees’ benefit association, and I 
bought a newspaper.” 


Reprinted by special permission of the Saturday 
Evening Post. Copyright 1949 by the Curtis Pub- 
lishing Company. 








able to establish more complete and 
trouble-free plans today. 


7. There continues to be a crying 
need for a direct application of effort 
to the maintenance of plans once they 
are sold. For example, company publi- 
cations can contain articles about the 
plan, its operations and the benefits re- 
ceived currently by beneficiaries of de- 
ceased employees, retired employees, and 
disabled employees. Also some good 
reason might be “made up” every year 
or two to bring the plan directly to the 
employees’ attention. The employee’s 
beneficiary directions, for example, 
could be re-checked with the employee 
on an annual basis or if circumstances 
warrant the employee could be advised 
annually by letter or some other method 
of the inq@eased value of his share in 
the plan. 

8. Experience has made it easier to 
design plans which we know will satisfy 
the requirements of the Internal Revenue 
Bureau. 


9. Many life insurance agents and 
trust officers have been surprised at the 
amount of service work required. once 
a plan is installed. A substantial part of 
this work is due to procedures and me- 
chanics originally set up in plans which 
were installed some years ago. As our 
experience has grown, we have devised 
more simple methods of handling plans. 
In fact many trusts are being currently 
amended and re-stated in order to 
streamline procedures and keep the cost 
of operating them at a sensible level. 


Ten Trends 


The thoughts hereinafter expressed 
are based upon things we have seen in 
the administration of plans from the 
vantage point in our Home Office where 
we deal with agents and principals op- 
erating proverbially from border to 
border and coast to coast. 

1. Smaller cases are definitely a 
trend, probably due to the fact that most 
large companies which are in a position 
to establish plans have already done so. 

2. Corporations are far more likely 
to establish pension plans than are part- 
nerships or sole proprietorships. This is 
undoubtedly due to the fact that part- 
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ners and sole proprietors cannot parti- 
cipate in plans established for their em- 
ployees. 

3. Since the close of the war (during 
the war period most plans were non- 
contributory) the trend toward em- 
ployee contributions has again shown 
up. However, the pendulum has not 
swung as far as it was before the war. 
Today employees’ contributions when 
called for are on more of a token basis 
—before the war many plans required 
substantial employee contributions. 


4. Pension benefit formulae have 


‘through the years run the gamut from 


simple straight percentage pensions and 
money purchase arrangements to very 
complicated arithmetical calculations. 
The trend in our Company, which is 
probably a*result of serious missionary 
work, shows that the salary bracket type 
formula has become very popular. Such 
a formula is not only easy to under- 
stand but is more simple of operation 
and is in the final analysis quite realistic. 


5. The mechanics of designating a 
participant’s beneficiaries have definitely 
shown a trend toward the simple ar- 
rangement of naming the Trustee as 
beneficiary upon issuance of policies 
with the right reserved to the Trustee at 
the time of participant’s death to revoke 
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itself and to then put into effect the 
participant’s latest directions regarding 
beneficiaries and methods of settlement 
with them. 


6. There has been a trend toward a 
higher minimum entry age in pension 
plans. This trend is due to experience 
which supports the need for a higher 
age in order to keep employment turn- 
over of participating employees at a 
minimum. 

7. We also observe a trend .toward 
a higher minimum pension. Such a pen- 
sion provides a more satisfactory basic 
benefit and also reduces administrative 
work. The latter is true because with 
a higher minimum pension fewer of the 
employees require the subsequent con- 
sideration which would normally be ne- 
cessary when salaries are increased. 
With a minimum of $40 or $50 per 
month the bulk of the employees need 
be handled only once—when they enter 
the plan. Actual application of the 
formula to their salaries will seldom 
bring them above such a minimum. 


8. The trend toward negotiated pen- 
sion plans is obvious. Some experts be- 
lieve that the answer to Union demands 
is an extension of plans already in force 
for salaried employees while other ex- 
perts hold that there should be two sep- 
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arate plans—one for Union employees 
subject to negotiation and the other for 
salaried employees. There are arguments 
in favor of both ideas. It is believed 
that in connection with negotiated pen- 
sion plans the employer’s first task will 
be to keep the benefits within the limits 
of reasonableness. 

9. The trend toward the development 
of soft spots in the national economy is 
resulting in amendments to pension 
plans which reduce pension benefits. In 
other instances employers do not have 
sufficient earnings to make required 
contributions to plans currently. In 
some such cases the Automatic Premium 
Loan provisions of policies are put into 
operation while some trusts are actually 
being terminated because of business 
necessity. 

10. Another trend which is becoming 
more noticeable is the recognition at 
long last of the need for keeping plans 
sold. Insurance agents, trustees and em- 
ployers now realize that a plan will not 
run itself and pay the expected dividends 
such a plan should pay unless it is kept 
alive by repeated re-selling. 

The trends during the past years 
have clearly indicated that formal pen- 
sion plans as a supplement to antici- 
pated Social Security benefits and per- 


sonal savings have become an accepted 
part of the national economy as well as 
an expected part of compensation for 
services rendered by employees, and that 
as such they are here to stay. Our co- 
operative effort can make that stay both 
beneficial and pleasant for all concerned 
—the employer, the employee, the trus- 
tee, the lawyer, the accountant and the 
life underwriter. 


A A A 


Must Bargain on Pensions 


By refusing on April 25 to review the 
lower court’s decision in the Inland 
Steel case, the United States Supreme 
Court has in effect ruled that, where a 
union demands it and has qualified un- 
der the Taft-Hartley Act to use the 
NLRB, an employer in interstate com- 
merce must bargain on pension and 
retirement plans. The possible conse- 
quences of this ruling were discussed 
by William Caples in Dec. *48 T.&E., 
p-. 531. 

AAA 


The April meeting of the Pittsburgh 
Life Insurance and Trust Council heard 
George B. Gordon, Director of Ad- 
vanced Training at Mutual Benefit Life 
Insurance Co., Newark, talk on Business 
Interests in Estate Planning. 
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UAW Pension Demands 


United Automobile Workers, CIO, ex- 
pects to set a pattern for pension and 
other workers security benefits which 
will be followed in its general 1949 de- 
mands in its negotiations with the Ford 
Motor Co., scheduled to start May 15, 
the Employee Benefit Plan Review, Chi- 
cago, reports. Meanwhile the strategy for 
each of the 959 local UAW unions is to 
get employers to agree to establish a 
trust fund with equal representation of 
union members and employer representa- 
tives, and to reach an agreement on em- 
ployer payments to the fund on a per- 
centage of average payroll basis. Details 
of the benefits are to be worked out by 
the trustees, not by the local bargaining 
committees. 


Although UAW recognizes the high 
cost of $100 a month pensions starting 
at 60 for those with 25 or more years of 
service, the UAW claims that men work- 
ing in forges, foundries and most other 
jobs in industry are “pretty well used 
up” by age 60. Under its new group in- 
surance demands UAW feels that 5% of 
average payroll is the minimum needed 
to provide benefits sought. Group life 
benefits should be at least equal to one 
year’s earnings, payable $500 in a lump 
sum with the balance in monthly pay- 
ments of $100 to $150 each. Full pay- 
ment of all items on the hospital bill will 
be sought. 


The Right to Work 


In a recent case involving the right of 
states to prohibit the closed shop, Justice 
Hugo Black delivered a significant opin- 
ion, unanimously approved by his col- 
leagues: 

“There cannot be wrung from a consti- 
tutional right of workers to assemble to 
discuss improvement of their own work- 
ing standards, a further constitutional 
right to drive from remunerative employ- 
ment all other persons who will not or 
cannot, participate in union assembles. 
The constitutional right of workers to as- 
semble, to discuss and formulate plans 
for furthering their own self interest in 
jobs cannot be construed as a constitu- 
tional guarantee that none shall get and 
hold jobs except those who will join in the 
assembly or will agree to abide by the 
assembly’s plans.” 


Minimum Wage in the Banks 


While many observers have been com- 
menting that an increase in the present 
minimum wage from 40 to 60 or 75 cents 
an hour would produce an upheaval all 
the way up through the wage and salary 
Structure of an organization, Ralph K. 
Brown of the Mississippi Valley Trust 


The Capitalabor Team 









Company has proposed a compromise 
method of handling such an increase with 
a minimum of increased cost. He suggests 
that a top bracket be established, then 
starting at the bottom, increase each 
group by proportionately less until the 
top is reached, thus the relationship be- 
tween rates for various jobs would re- 
main relatively undisturbed and the in- 
creased payroll costs would be minimized. 

Mr. Brown pointed out another impor- 
tant aspect of this proposal: 


“One by-product of minimum wage leg- 
islation which may prove to be valuable 
is the impetus which it will give toward 
the exploration of the possibility of the 
elimination of jobs in the affected areas. 
It is quite possible that, in many cases, 
banks have continued to staff such jobs 
simply because of tradition or because of 
the low payroll cost. Changes or consoli- 
dations might well result from a thor- 
ough investigation of almost any organ- 
ization with the net result that the total 
payroll cost would be increased only 
slightly—if at all.” 


Cleveland Profit Sharing 


Of 25 companies surveyed in the Cleve- 
land area by the Associated Industries, 
14 reported establishment of some type of 
profit sharing program since the war’s 
end in 1945. All but one of the respon- 
dents are satisfied with the operation of 
their plan and aggregate 168 profit shar- 
ing years against only ten in which there 
was no distribution. 

The actual machinery of these plans 
varied, but they may be roughly classi- 
fied as follows: Profit Sharing Trusts— 
8; Wage Dividends—11; Cash Distribu- 
tion 5; and Cost Reduction Bonus—1. 
At the majority of the firms, all employ- 
ees are eligible after a varying waiting 
period. Distributions are made by 17 
firms anually, 4 quarterly, 2 twice a year, 
and 2 distribute the money every month. 


New Business Incentives 


As an adjunct to its profit sharing plan 
established last summer, the First Na- 
tional Bank of Akron, Ohio, has insti- 
tuted a program called the Millionnaires 
Club. The Club, started in January, fur- 
thers the employee’s participation in the 
profit sharing, due to increased new busi- 
ness and rewards him on an individual 
basis through a merit point system. These 
merit points can be converted into mer- 
chandise from a catalogue provided by 
the bank. The operation of the whole pro- 
gram is under the supervision of an em- 
ployee committee selected from the var- 
ious departments. Only in matters in- 
volving bank policy, are officers concerned 
with rules or operation. 


Employee Benefits from 
Investment in Tools 


The chart records the weekly hours 
worked by U. S. Steel’s employes and 
the real hourly earnings, both being an- 
nual averages for each year beginning 
with 1913. In 1913 the employes received 
hourly earnings equivalent to $.61 in 
dollars of average buying power prevail- 
ing in the year 1948. These real earnings 
have steadily increased, with but one in- 
terruption of significance in 1921-22, un- 
til in 1948 they amounted to $1.68. In the 
same span of time the weekly hours of 
labor declined from 69 to 38. 


It is too easily forgotten and it is well 
to remember that this record has re- 
sulted from the presence of profit incen- 
tives, rooted in the past, to invest in the 
tools of production. More and better tools 
for the future will spring from increas- 
ing rather than decreasing the incentive 
to invest in them. 





From 1948 report of United States Steel Corp. 


Social Relations 


Today we are faced with the brutally 
stark proposition that if we don’t change 
human nature there may not be a human 
nature to be changed. Man’s major prob- 
lems are no longer all in the natural 
sciences but in the social sciences. The 
better way of life will depend, not upon 
enormous new sources of energy of super- 
sonic speed but upon improved interna- 
tional relations and labor relations. 


If we continue to accept this danger- 
ous nonsense that human nature is fixed 
and unchangeable, if we continue to ac= 
cept blindly the primitive conception of 
man as one who must be disciplined, 
coerced and terrorized into conformity, 
then will we continue to create twisted, 
tortured, unhappy personalities. 


And so it is not possible to understand 
an individual without investigating the 
persons in his social unit. We must find 
out who he likes and who he dislikes — 
and why. We must find out with whom he 
works cooperatively and with whom he 
can’t work at all — and why. Even the 
recluse cannot be understood unless we 
know the people he has run away from. 
If management is to justify its responsi- 
bility to industry and the nation it must 
offer such a start in social statesmanship. 


ALFRED J. MARROW, President, Harwood 
Mfg. Corp., New York City. 
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Trust Provisions of a Will . 


Simple Residuary Trust 


LL of the rest, residue and remain- 

der of my estate, real and personal, 
of whatsoever nature and wheresoever 
situate, to which I shall be in anywise 
entitled at the time of my death, includ- 
ing any legacy or devise which may 
lapse or be invalid or for any reason 
fail to take effect and including all 
property, except the property referred 
to in the Article, Exercise of Power of 
Appointment in Trust (see April issue, 
p. 212) over which I shall have at the 
time of my death any power of appoint- 
ment or disposal which I shall not have 
otherwise exercised or released, shall be 
disposed of as. follows: 


A. If my wife, Mary Doe, shall sur- 
vive me, I give, devise, bequeath and 
appoint my entire residuary estate to 
my Trustees to be held in a separate 
trust, and I direct my Trustees to pay 
the entire net income therefrom to my 
wife so long as she shall live. 


B. Upon the death of my wife, or 
upon my death if she shall not survive 
me, the remaining principal, or my 
entire residuary estate, as the case may 
be, shall -be divided and set apart into 
equal shares, one share for each child 
of mine who shall be living upon the 
death of the survivor of my wife and 
myself and one share for the issue col- 
lectively who shall then be living of 
each child of mine who shall have died. 


I. Each such share so set apart for 
the living issue collectively of a de- 
ceased child of mine shall be distributed 
among the issue for whom the share 
was set apart. 


II. Each such share so set apart for 
a living child of mine shall be held in 
a separate trust for the benefit of the 
child for whom the share was set apart 
and the entire net income therefrom 
shall be paid to the child so long as the 
child shall live. Upon the death of the 
child the principal shall be distributed 
among such of the issue of the child 
as shall survive the child or, if there 
shall be no such issue, among such of 
my issue as shall survive the child or, 
if there shall be no such issue of mine, 
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JOHN L. GRAY, Jr. 
Member of the New York Bar 


(Concluded from April issue) 


as if I had died intestate immediately 
after the death of the child. 


C. If my wife shall survive me but no 
child or more remote issue of mine shall 
survive my wife, then upon the death of 
my wife the principal shall be distribu- 
ted as if I had died intestate immedi- 
ately after the death of my wife. 


D. If neither my wife nor any child 
or more remote issue of mine shall sur- 
vive me, I give, devise, bequeath and 
appoint my entire residuary estate as 
if I had died intestate. 


E. I authorize my Trustees (other 
than my wife and any children of mine 
who may be acting as Trustees), in 
their absolute discretion, at any time 
and from time to time, to pay over the 
whole or any part of the principal of 
any trust created by this Article to the 
beneficiary entitled at the time of such 
payment to the current income from 
the principal so paid over, whether or 
not any such payment shall result in 
the termination of the trust from which 
the payment was made. 


(Alternate paragraph E.) I authorize 
my Trustees (other than my wife), in 
their absolute discretion, at any time 
and from time to time, to pay over 
such amount or amounts from the prin- 
cipal of the trust created by paragraph 
A of this Article to my wife as my 
Trustees shall deem advisable for her 
support and maintenance. In determin- 
ing the amount or amounts of princi- 
pal to be paid to my wife, my Trustees 
(other than my. wife) may but shall 
not be required to take into considera- 
tion any other income or property 
which may be available to her from any 
other source. 


(Second alternate paragraph E). I 
authorize my Trustees (other than my 
wife and any children of mine who 
may be acting as Trustees), in their 
absolute discretion, at any time and 
from time. to time, to pay over from 
the principal of any trust created by 
this Article to the beneficiary who is 
entitled at the time of such payment to 


‘the current income from the principal 


so paid over, such amount or amounts 
as my Trustees (other than my wife 


and any children of mine who may be 
acting as Trustees) shall deem advis- 
able to enable the beneficiary to meet 
any sickness, disability, accident or 
other emergency affecting the health or 
welfare of such beneficiary or his or her 
spouse or issue. In determining the 
amount or amounts of principal to be 
paid to the beneficiary, my Trustees 
(other than my wife and any children 
of mine who may be acting as Trustees) 
may but shall not be required to take 
into consideration any other income or 
property which may be available to the 
beneficiary from any other source. 


Powers of Executors and Trustees 


A. Notwithstanding the foregoing 
provisions of this Will, I authorize my 
Executors and also my Trustees, as the 
case may be, in their absolute discre- 
tion, with respect to any property, real 
or personal, left by me or at any time 
held or acquired by my Executors or 
my Trustees, including property speci- 
fically bequeathed or devised, and with- 
out authorization by any court: 


(a) In any case in which they are 
authorized or directed by any provision 
of this Will to pay or distribute income 
or principal to any beneficiary, at any 
time or from time to time to apply the 
whole or any part of such income, in- 
cluding accumulated income, and in 
case such beneficiary shall be a minor 
or incompetent also the whole or any 
part of such principal (including in any 
case income or principal the payment or 
distribution of which has been deferred 
in accordance with sub-paragraphs (b) 
or (c) of this paragraph A), directly 
to the care, comfort, maintenance, sup- 
port, education or use of such benefici- 
ary instead of paying or distributing 
the same to such beneficiary, or to pay 
or distribute the whole or any part of 
such income or principal payable or 
distributable to a minor or incongpeten! 
beneficiary to the guardian, committee 
or other legal representative, wherever 
appointed, of such minor or incompe 
tent or to the person with) whom such 
minor or incompetent shall reside or to 
such minor or incompetent personally, 
the receipt of the person or persons t0 
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whom any such payment or distribu- 
tion is so made being a sufficient dis- 
charge therefor even though one or 
more or all of my Executors or Trustees 
may be such person or persons; 


(b) To defer, in whole or in part, 
payment or distribution of any or all 
property to which a minor may be en- 
titled until such minor shall have at- 
tained the age of twenty-one years, or 
to make such payment or distribution 
at any time or from time to time dur- 
ing the minority of such minor, hold- 
ing the whole or the undistributed por- 
tion thereof as a separate and distinct 


share for such minor absolutely with. 


all of the powers and authority set forth 
in the next following Article of this 
Will and to pay or distribute any bal- 
ance thereof to such minor when such 
minor shall reach the age of twenty- 
one years or, in case such minor shall 
die before reaching such age, to the 
executor, administrator or other legal 
representative of the estate of such 
minor, or to permit a minor to have 
temporary custody, use or possession 
of any real or tangible personal prop- 
erty specifically devised or bequeathed; 


(c) To accumulate and invest the 
whole or any part of any income to 
which a minor may bé entitled for the 
benefit of such minor during his or her 
minority, including income from prop- 
erty the payment or distribution of 
which has been’ deferred in accordance 
with sub-paragraph (b) of this para- 
graph A; to pay, distribute or apply 
any such accumulated income to or for 
the benefit of such minor as provided 
in sub-paragraph (a) of this paragraph 
A at any time during minority, and to 
pay or distribute any balance thereof 
to such minor when such minor shall 
reach the age of twenty-one years or, 
in case such minor shall die before 
reaching such age, to the executor, ad- 
ministrator or other legal representative 
of the estate of such minor. 


B. I authorize my Executors, in 
their absolute discretion, instead of hold- 
ing any real or personal property for 
any minor pursuant to the provisions of 
this Article, to deliver all such property 
to my Trustees to be held by my Trus- 
tees for such minor pursuant to the pro- 
visions of this Article. 


C. My Executors or Trustees, as the 
case may be, shall be entitled to re- 
ceive compensation with respect to any 
property held for any minor pursuant to 
this Article at the same rates as though 
they held such property as Trustees 
hereunder. 
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Accrued Income 


There shall be no apportionment of 
accrued income to any beneficiary un- 
der this Will whose interest therein shall 
terminate by death or otherwise prior 
to the time when the same is due and 
payable to my Executors or my Trus- 
tees, as the case may be; the whole of 
such income shall, after the deduction 
therefrom of any expenses chargeable 
thereto, be paid to the next income bene- 
ficiary or beneficiaries, if any, of the 
fund which produced such income or, if 
there shall be no such income benefici- 
aries, then to the person or persons en- 
titled to the principal of the fund which 
produced such income. 


Definitions 


A. The words “child,” “children” 
and “issue” wherever used in this Will 
shall include persons who shall have 
been legally adopted and any children 
and issue, whether natural or legally 
adopted, of any such legally adopted 
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persons. The words “child” and “chil- 
dren” shall not include grandchildren 
or more remote descendants and _ the 
word “issue” shall include descendants 
of whatever degree. 


B. Except as otherwise provided in 
paragraph A of the Article dealing with 
Complex Residuary Trust (see April 
issue, p. 212) in any case in which any 
income or principal is disposed of by 
this Will to, or directed to be divided 
and set apart into shares or sub-shares 
for, my issue or the issue of any other 
person, such issue shall take per stirpes, 
except that where all of the issue who 
shall be entitled to take by reason of a 
per stirpes distribution shall be of an 
equal degree of consanguinity to me or 
such other person, as the case may be, 
such issue shall take per capita. 


C. The word “spouse” wherever used 
in this Will shall mean the person to 
whom the designated beneficiary here- 
under shall have been married and with 
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whom such beneficiary shall have been 
living at the time of the beneficiary’s 
death, whether or not such spouse shall 
have remarried. 


D. The word “minor” wherever used 
in this Will shall mean any person who 
shall not have reached the age of 21. 


E. All directions in this Will that 
property shall be distributed as if I had 
died intestate shall be taken to mean 
that such property shall be distributed 
to such persons as would have inherited 
the same and in the same proportions 
as they would have taken if I had died 
at the time specified for the distribution 
of such property, the absolute owner 
of such property, intestate and a resi- 
dent of the state in which I shall be 
domiciled at the time of my death and 
if all such property were treated as 
personal property. 





Estate Planning Lectures 


An intensive five-day course of 14 
two-hour lectures, on Techniques of 
Estate Planning will be given by the 
Practising Law Institute from July 18 to 
22 as part of its annual Summer Ses- 
sion in New York City. The program is 
designed for mature lawyers, trust of- 
ficers, and other qualified persons en- 
gaged in estate work. The discussion is 
on an.advanced level and will concen- 
trate on arrangements for the most ef- 
fective disposition of estates under the 
present tax laws and the drafting of the 
necessary instruments. The lectures will 
also present careful consideration of the 
sweeping changes effected by the Rev- 
enue Act of 1948 and other estate prob- 
lems. 


Beginning with the analysis of client’s 
needs, problems, nature of his property 
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and objectives, the course proceeds to 
detailed appraisals of the availability, 
value and relative advantages of vari- 
ous methods of disposition and readjust- 
ments as components of a carefully 
worked out estate plan. Then follow sep- 
arate lectures on gifts, inter vivos and 
testamentary trusts, business purchase 
agreements, methods of disposing of 
business interests, family and _ special 
problems, powers of appointment, the 
place of life insurance, drafting tech- 
niques, estate and gift tax practice, and 
problems in administering estates. The 
applicable marital deduction, income, 
estate and gift tax rules are considered 
in four lectures. 

Classes meet in air conditioned lec- 
ture rooms at the Hotel Statler. The tui- 
tion fee of $60 includes the cost of text 


materials. The Institute’s offices are at 
57 William Street, New York 5. 
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BET ON AMERICA 


(Continued from page 275) 


minimum with every dollar of waste 
and red tape knocked out. Second, the 
whole Federal tax structure should be 
completely revamped. The one over-all 
shot in the arm to be given industry and 
individual intiative is to limit the indi- 
yidual’s maximum surtax rate to 50%, 
and do so immediately. 


According to a reliable Washington 
source, such limitation under present tax 
structure and applied to the 1948 gov- 
ernment fiscal year would have taken 
only $655 million out of the U. S. 
Treasury—only about 144% of total 
revenues. Such loss would immediately 
be made up by men jumping to their 
work with initiative and ingenuity again 
on the alert to create, to produce, to 
save and to invest. 


“Os 


The present maximum rate of 77% 
plus state income taxes is not helping 
anybody and is a danger to the national 
welfare. It promotes abnormal practice, 
unsound thinking and_ dishonesty 
throughout the land. Corporations are 
increasing debts to unsound extent. We 
see businesses being liquidated and sold 
to foundations. We see individuals ask- 
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ing for tax-free expense accounts. We 
see tax evasions running as high as $4 
billion a year. Such evasions are 514 
times the amount brought to the Treas- 
ury by maintaining individuals’ surtax 
rates in excess of 50%. 

The present capital gains tax brings 
insignificant revenue to the Treasury— 
for 11 years an average of $155 million 
per year, less than 4/10th -of 1% of 
present Federal revenues—yet property 
cannot be sold at a profit to go into 
new business—the untried new business 
must be 25% better from the start. Pic- 
ture the man who starts young with 
nothing but the will to work, sweat and 
risk, and finally builds a great business. 
In old age he decides it is time to take 
less risks. He wants to transfer his 
ownership of this property into U. S. 
Government honds or partly into a di- 
versified list of American corporations. 
He is prohibited from doing so, because 
such a transfer may take nearly 25%. 
Even if he could do so, younger men 
could not get under debt to take over 
his property, knowing that the high rates 
on earned income of individuals would 
prohibit them from ever paying for it. 


The present capital gains tax freezes 
property in the hands of old owners, 
resulting in hired management and ab- 


sentee ownership, distinctly not healthy 
to our social order. 


If each businessman and_ banker, 
would make it a practice to go to Wash- 
ington three or four times per year, 
or sit down and talk quietly with his 
Senators and Congressmen, explaining 
in plain, simple, understandable langu- 
age, using just common sense and plain 
arithmetic, showing what all these polli- 
cies could lead to, you would be utterly 
amazed at the reception you would have 
and the good you can accomplish. 


It is high time that government tax 
structure restored to the individual the 
ability to own and finance American in- 
dustry. If American industry is not 
worth owning and fighting for, we can 
bank on it that U. S. Government obli- 
gations will not be worth 10 cents on 


the dollar! 


In recent years our people have been 
led to fear free enterprise, to fear busi- 
nessmen, to fear the taking of risks, to 
fear many of the things that made us 
great. We still believe in them, but we 
fear them: A few more years of such 
could provide a generation that would 
cease to believe in them. We are gamb- 
ling billions overseas—we had _ best 
gamble a few hundred millions at home 
to keep our own house in order. 
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TRUST GROWTH CONTINUES 


Excerpts from Annual Reports: Part 3 


TITLE INSURANCE & Trust Co., Los 
Angeles: 


During the past year the trust depart- 
ment maintained earnings which com- 
pare favorably with the preceding two 
years. New trusts opened totaled 126 
and trusts closed totaled 102. In com- 
parison there were 131 opened and 65 
closed in 1947. 


Riccs NATIONAL BANK, 
D. C.: 


Our Trust Department enjoyed a most 
satisfactory growth represented by new 
trusts, agencies, guardianships, and es- 
tates ... Total assets were substantially 
larger at the close of 1948 than 1947; 
in fact, the largest since the establish- 
ment of the department. 


Washington, 


CENTRAL NATIONAL BANK of Cleveland: 


Trust department income for 1948 was 
$620,543, compared to $553,504 in 1947, 
an increase in operating income ratio 
from 7.24 to 7.39. 


First NATIONAL BANK, Portland, Ore.: 


The educational program instituted by 
the Trust Department a year ago, de- 
signed to encourage wider use of its 
facilities by persons with small estates, 
has shown phenomenal results. 


TRADESMENS NATIONAL BANK & TRUST 
Co., Philadelphia: 


The Trust Department completed a 
successful year in 1948. Total assets un- 
der its administration increased substan- 


tially during the year, and operations re- 
sulted in a reasonable profit. The Trust 
Department is an important part of our 
well-rounded banking service to the com- 
munity. As a result of the favorable ex- 
perience in the operation of our Discre- 
tionary Common Trust Fund in 1945, 

. we established a Legal Investment 
Common Trust Fund as of August 31, 
1948. 


UNION NATIONAL BANK, Pittsburgh: 


As of the close of 1948, the total funds 
owned by Estates and Trusts under the 
supervision of this Department amounted 
to $105,143,504, compared with $95,628,- 
994 at the beginning of the year, an in- 
crease of 9.94%. There is also a sub- 
stantial increase in the activity of the 
Corporate Trust department. 


THIRD NATIONAL BANK, Nashville: 


Trust business was in good volume 
during 1948 and was conducted on a 
profitable basis. 


SEATTLE TRUST & SAVINGS BANK: 


The Trust Department again establish- 
ed a new high record for activity and 
income during the year 1948. New bus- 
iness was received in volume and with 
particular satisfaction as the result of 
activity on the part of Directors and 
Stockholders. Seattle Trust & Savings 
Bank is one of the oldest: and largest 
trust institutions in the Pacific North- 
west. Trust business is one of our chief 
activities. 


UnIon TRUST & Deposit Co., Parkers. 
burg, West Va.: 


A steady growth of both personal and 
corporate trust business shows increas- 
ing public recognition of the many ad- 
vantages of our bank’s trust service. 


CANADA 


CANADA PERMANENT TRUST Co., Toronto: 


Once again the total of our trust and 
estate assets has passed the previous 
record. The gain during the year was 
over $3,000,000, so that we have now 
more than $72,000,000 of estates, trusts, 
and agencies in our care. Approximately 
321 new estates, trusts, and agents ac- 
counts were opened during 1948, repre- 
senting nearly ten million dollars of as- 
sets. 


GUARDIAN TRUST Co., Montreal: 


The Company was appointed under 
more wills and trusts than in any prev- 
ious year. Other departments showed 
corresponding increases. 


Nova Scotia Trust Co., Halifax: 


Gross earnings for the year reached 
the figure of $182,627, a record in the 
history of the Company. After providing 
for expenses of management, which also 
showed an increase, net profits before 
taxes amounted to $86,283. 


BROCKVILLE TRUST & SAVINGS Co., On- 
tario: 


Net earnings for 1948 were $88,974 
before taxes, compared with $83,986 for 
1947. Estates, Trusts and Agencies under 
administration amounted to $2,577,686, 
showing an increase over the 1947 figure 
of $2,218,360. 
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When a Bank report makes headlines 
in the newspapers — a thousand miles 
away as well as at home — and emerges 
triumphantly from the avalanche of 
year-end business data to claim full 
pages, with illustrations, in national 
weekly and monthly magazines, it is 
championship material. That is what the 
1948 report of the Girard Trust Com- 
pany of Philadelphia did, with feature 
stories in such diversified readerships as 
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those of Business Week and New York 


Times Magazine. 


Top billing went to the conversation- 
piece cartoons of Helen Hokison, whose 
drawings also enliven the New Yorker. 
The report, which covers 48 pages is, 
liberally filled with orange, blue and 
green charts illustrating the bank’s 
growth in the last decade and is dressed 


in a smart, modern format. 








The report is also a valedictory of 
James E. Gowen who retired as presi- 
dent last fall to assume the responsibili- 
ties of the chairmanship of the board of 
managers. During his 10-year regime, 
both the assets and the deposits of the 
bank have nearly doubled and the bank’s 
loan business, almost non-existent ten 
years ago, has soared to $25.2 million 
in commercial loans and $5.7 million in 
personal loans last year. 
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N™ TIME you save ten or twenty 
or fifty miles of driving by taking 
the short way over a bridge — give a 
thought to the days when the bridge 
wasn’t there, when people had to take 
the long way around. ‘ 
Right then would be a good time to 


make your wish . . . a wish that America 
will always have engineers able to plan 
and build these amazing structures, and 
public officials with imagination to fore- 
see the public need. 

And right then, too, would be a good 
time to be glad that America produces 
more steel than any other country in 
the world. 

Brains and steel. These are two vital 


UNITED STATES STEEL 


Cross a bridge and make a wish 
—this wish: 


ingredients for building a better Amer- 
ica. If you could visit all parts of the 
nation today, you’d see steel being used 
to build literally hundreds of bridges. 
Many of them are projects that have 
been waiting since before the war. 

But the call for steel goes up from 
dozens of other quarters, too. Nothing 
else can take its place. Steel for housing 

. for sewage disposal seer i> SO 
automobiles .. . for roads . . . for badly 
needed railroad equipment. Never be- 
fore has there been such constructive 
need for steel. 

United States Steel plants are work- 
ing at top capacity to do their full part 
in meeting this unprecedented demand. 


CORPORATION 


UNITED STATES STEEL 
Helping to Build a etter 


SUBSIDIARIES 





And the 900 million dollar United States 
Steel improvement program currently 
going forward is adding still more steel- 
making capacity to serve the nation. 
Scientists in United States Steel re- 
search laboratories continue their work 
of creating better, stronger steels—so as 
to make every tongive the utmost service. 

Helping to build a better America is 
the number-one job of United States 
Steel. 


This label is your guide to quality Steel. 





Listen fo . .. The Theatre Guild on the Air, presented every Sunday evening by United States Steel. American Broadcasting Co., coast-to-coast network, Consult your newspaper for time and station. 
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NEWS NOTES 


(Continued from page 270) 
Michiganders Meet 


Some fifty trustmen representing 22 
Michigan trust institutions attended a 
rather informal meeting of the Michi- 
gan Bankers Association Trust Division 
at Lansing on April 22. Chairman Har- 
old McB. Thurston, president of the 
Muskegon Trust Co., was prevented 
from presiding by illness. 

The principal address was given by 
Paul A. Roth, assistant secretary of 
Central Hanover Bank and Trust Co., 
New York, who told how his bank 
gets people interested in putting their 
affairs in order. Then followed round- 
table discussions on these subjects 
(with the respective leaders) : 

Trust Accounting: R. F. Lingelbach, 
Citizens Commercial and Savings Bank, 
Flint. 

Streamlining Procedure for Small 
Estates (based on A.B.A. Committee re- 
port): Harold W. Charter, Muskegon 
Trust Co. 

Shattuck vs. Headley: Paul Thomp- 
son, Bay Trust Co. 

Legislation: William J. Thomas, De- 
troit Trust Co. 

Cooperation with Bar (based on joint 
advertising program sponsored by 
Pennsylvania Bar and Bankers Assns.) : 
Noble D. Travis, Detroit Trust Co. 


A 8 -& 


Estate Planning Clinic 


A two-day Wills and Trusts Clinic on 
Estate Planning was conducted at Deca- 
tur on May 20-21 by the Section on Pro- 
bate and Trust Law of Illinois State 
Bar Association. Section Chairman Mor- 
ton J. Barnard opened the sessions with 
a discussion of methods available and 
factors to be considered in estate plan- 
ning. 

Paul E. Farrier, assistant vice presi- 
dent of The First National Bank of Chi- 
cago, discussed taxes in estate plan- 
ning. Drafting wills and trusts was the 
subject of the first afternoon paper by 
Thomas S. Edmonds, who was followed 
by Daniel M. Schuyler with an analysis 
of the problems under the rules against 
perpetuities and accumulations. 

At the evening session on the 20th, 
Nat. M. Kahn spoke on joint tenancy 
and other forms of joint ownership. The 
functions and role of insurance in es- 
tate planning were described by John 
H. Overbeck, Jr. 
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On the second day, Austin Fleming 
discussed the marital dedyction and its 
effects on estate planning and drafting. 
The final paper by Edward A. Berndt, 
Jr., assistant vice president of American 
National Bank and Trust Co. of Chi- 
cago, dealt with disposition of business 
interests and farms. The clinic closed 
with a question period. All speakers 
were from Chicago. 


A AA 


Third A. B. A. Booklet in 
Public Relations Series 


Advertising is a powerful force which 
bansk should use, but it can do its job 
only when management understands and 
believes in it, according to a new book- 
let entitled “Your Bank’s Advertising — 
How To Make It Pay.” 


This third booklet in the public rela- 
tions program series of the A.B.A. Pub- 
lic Relations Council for the guidance 
and assistance of banks is a “how-to-do- 
it” manual addressed to bank manage- 
ment for the purpose of demonstrating 
the opportunities in bank advertising 
and to inform management of the prin- 
ciples and practices by which an adver- 
tising program may be made effective 
and productive. 


Planning an advertising program on 
paper is urged strongly in the manual, 
and how this may be done is shown in 
a series of charts. Seven pages are di- 
rected to a step-by-step process for lay- 
ing out a new advertising program or 
for checking the program now in use. 
Additional pages are given over to se- 
lecting media and the allocation of 
space and costs to various services. 

The second half of the manual is the 
“How To Make It Pay” part. This treats 
the technique of newspaper advertising, 
direct mail advertising, display adver- 
tising, and radio advertising. 
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Pennsylvania Trust Meet 


The Trust Section of the Pennsylvania 
Bankers Association was to hold its 
annual meeting at Atlantic City on 
May 19, with Chairman Louis W. Van 
Meter, vice president of Provident 
Trust Co., Philadelphia, presiding. In 
addition to committee reports the prin- 
cipal address was to be delivered by 
EK. M. Elkin, general tax attorney of 
Westinghouse Electric Corp., on the 
subject of the Threat to Economic 
Democracy of Federal Spending and 
Taxing. 


Connecticut Trust Conference 


The annual trust conference of the 
Connecticut Bankers Association was 
held on May 10 at New Haven, under 
the chairmanship of J. H. Bartholomew, 
Jr., trust officer of Hartford-Connecticut 
Trust Co. The morning session featured 
discussion of current legislation, by 
Hartford attorney Reese H. Harris, Jr.; 
candor in selling new business, by E. 
S. MacNeill, vice president of Irving 
Trust Co., New York; and the business 
outlook, by Harold B. Dorsey of Angus 
Research Corp. 

As usual, the afternoon session was 
devoted to a question-box period, with 
G. Harold Welch, vice president of The 
New Haven Bank, N.B.A., presiding 
over a panel of experts on trust admini- 
stration, investments, public viewpoint 


. and legal aspects. They were, respective- 


ly: 

Frederick J. Rathbun; First-Stanford 
National Bank & Trust Co.; John D. 
Britton of Conning & Co., Hartford: 
Robert E. Ramsay, president of New 
Haven Gas Light Co.; and Mary E. 


Manchester of New Haven. 
a Ee | 
Post-Meeting Reports 


The first post-meeting report sum- 
ming up proceedings at the annual 
meeting was mailed to shareholders of 
the Irving Trust Co. along with their 
dividend checks in April. Questions by 
stockholders and the answers given by 
officers, together with suggestions made 
by stockholders are outlined. One of the 
suggestions was that State legislative 
action be sought to permit a later annu- 
al meeting date for Trust companies in 
New York State. The report revealed 
that such action has already been taken. 

Irving Trust has joined a growing 
list of industrial and other concerns 
distributing such reports. Two other 
banks in New York are using this pro- 
cedure, one much briefer than Irving’s 
and the other a comprehensive stenog- 
raphic transcript. 


A A A 


Death, Taxes and Yeur Business 


The Boston Life Insurance and Trust 
Council presented an all-day seminar 
May 17 on Death, Taxes and Your Busi- 
ness, borrowing the title of the book 
published by Trusts anp Estates last 
year under the authorship of George J. 
Laikin. Mr. Laikin shared the discus- 
sion with William B. Minehan, assistant 
secretary of Northwestern Mutual Life 
Insurance Co. 
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Ohio Trust Conference 


The annual trust conference of the 
Ohio Bankers Association Trust Com- 
mittee was held at Columbus on May 5, 
under the chairmanship of W. H. Fram, 
vice president of The Union Savings & 
Trust Co., Warren. 

The program featured talks on Prop- 
erty Management by Fiduciaries, by 
Robert T. Crew of Ohio National Bank, 
Columbus; Disadvantages of Joint Own- 
ership, by Lawrence G. Knecht of the 
Ohio Fiduciaries Research Assn.; Mari- 
tal Deductions, by local attorney Roger 
K. Powell; and What of the Future, by 
Paul E. Belcher of First National Bank, 
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New Transfer Plan 


The Cincinnati Stock Exchange and 
the Fifth Third Union Trust Co. have 
worked out a new plan for delivery of 
stock certificates by brokers. 

Under the plan members of the Stock 
Exchange selling stock for investors may 
deliver certificates of corporations who 
have no Cincinnati stock transfer office 
to the trust department of the Fifth 
Third Union Trust Co. Upon receipt of 
transfer instructions from the buying 
broker the Fifth Third Union Trust Co. 
will forward the certificates to the out- 
of-town transfer agent and upon receipt 
of the new certificates will redeliver 
them to the buying broker. The trust 
company receives a fee for each trans- 
action handled. 

In the past, stock sold in Cincinnati 
had to be sent out of town for transfer 
so that the name of the selling customer 
would not be divulged to a competitor 
broker. This resulted in a delay of de- 
livery to the buying broker. Many or- 
ders were not heretofore executed in 
Cincinnati because of this delay. 
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Cineinnati Fiduciaries Elect 


The annual meeting of the Cincinnati 
Corporate Fiduciaries Association on 
April 28 was featured by an address on 
Triangles of Trust Business, by Harry 
M. Bardt, president of the A.B.A. Trust 
Division, and vice president and senior 
trust officer of Bank of America, San 
Francisco. The following officers were 
elected: 

Pres.: Theodore P. Learn, Central 
Trust Co. 

Vice Pres.: William H. Drach, West- 
ern Bank & Trust Co. 


Sec.: Julius W. Reif, Provident Sav- 


ings Bank & Trust Co. 
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INSTITUTE OF LIFE INSURANCE 


$250,000 Fund Economical 


“Common Trust Funds have substan- 
tially lowered the operating cost of ac- 
counts, have permitted lower fees to 
the trust customer and increased earn- 
ings to the bank,” according to H. E. 
Randall, vice president of the First Na- 
tional Bank of Boston, in his address 
to the January conference of the Illi- 
nois Bankers Association. In response 
to the editor’s inquiry, Mr. Randall 
generously furnished the following data 
based on cost analyses: 


“Our studies .show that cost savings 
ranging from 35% to 60% can be real- 
ized through the operation of a Com- 
mon Trust Fund of the size possible to 
us. Reduction in the number of invest- 
ment holdings, plus a reduction in tax 
work on the individual accounts and 
administrative cost savings, particularly 
with relation to distribution work, makes 


these savings possible. 


“Cost savings increase with the size 
of the Common Trust Fund. Tests made 
by us some time ago indicate that worth- 
while savings can be realized from Com- 
mon Trust Funds as small as $250,000 
in size, although it is probably prefer- 
able to start with somewhat larger Funds 
—say, $500,000—in order to realize 
enough savings to help defray the costs 
of converting individually-invested ac- 
counts to a Common Trust Fund basis. 

“Our Fund now totals around $15,- 
000,000, and the cost saving from this 
method of operation enables us to op- 
erate the smallest of our accounts at a 
minimum fee of $70 annually, without 
loss. In contrast, our minimum charge 
for an account of, say, $20,000, that is 


individually invested is $175, which is 
the amount necessary to cover the costs 
of normal accounts of this size. The $70 
minimum fee charged to the Common 
Trust Fund participant produces sub- 
stantially as much net profit to us as 
the larger fee applied to the individu- 
ally-invested account.” 


ee ee 
First Indiana Common Fund 


Fletcher Trust Company of Indian- 
apolis established the first common 
trust fund in the State on May 2. Au- 
thorized by the Board of Directors on 
March 9, the Fund was opened on the 
first business day of this month with 
$1,438,040. There are 117 participants 
of whom 93 are 100% in the Fund. The 
largest participation is $45,900, the 
smallest $380, with an average of $12,~ - 
291, and 12 of the participations under 
$1,000. 

Francis A. Ohleyer, vice president and 
trust officer, reports that “we disposed 
of 42 issues of securities in the partici- 
pants’ accounts for a total of 1,860 
pieces. We will invest in 19 issues at 
present and will have approximately 780 
pieces in the Fund, about one-half of 
this total being in “G” Bonds. 

“Due to the lapse of time between the 
Board’s authorization and the opening 
date, we were able to do most of the 
labor involved in advance of the open- 
ing date and the change-over was ac~ 
complished with a minimum of effort. 
We believe we are going to be very 
happy with our Fund.” 


4.8 4 


Fund Reduces Fee 


The new prospectus of Wellington 
Fund shows increase in authorized capi- 
tal from 5,000,000 shares to 10,000,000 
shares, and reduction in the rate of 
managenient fee to 14% quarterly on the 
first $70,000,000 of average net assets, 
and ';% quarterly on average assets. 
over $70,000,000. Wellington Fund As- 
sets are now approximately $72,300,000. 


A AA 


Will Drafting Suggestion 


A booklet entitled “Practical Sugges- 
tion for Lawyers in Drafting Wills and 
Trusts” is being made available by 
Kidder, Peabody & Co., members of the 
New York and Boston Stock Exchanges. 
Written by attorney Frank R. Hurlbutt, 
it discusses clauses authorizing trustees 
to invest in the shares of investment 
companies and trusts. Copies may be ob- 
tained from the company at 10 E. 45th 
St., New York, 17. 








HE Public Relations Conference of 

the Indiana Bankers Association 
had top speakers in the field of bank 
public relations at the Association meet- 
ing on April 6 in Indianapolis. Delegates 
at the Conference heard Robert Lind- 
quist, vice president of the La Salle 
National Bank, Chicago, speak on the 
topic “Do Banks Need Bifocals, Too?” 
Walter H. Bischoff, assistant vice presi- 
dent of the Old National Bank, Evans- 
ville, on “A Kit of Tools”, A. Gordon 
Bradt, second vice president, Continent- 
al Illinois Bank and Trust Company of 
Chicago, on “The Unused Payroll”. 


“Banks reach a point in size where it 
becomes difficult to continue their early 
rate of growth in face of local competi- 
tion; or, particularly if they are the 
only banks in their respective communi- 
ties, their future growth becomes de- 
pendent on the growth of the community 
as a whole.” Mr. Lindquist stated. 


“With this leveling-off process come 
many changes in attitudes within the 
bank. Employees find a retarding of 
advancements and promotions. They be- 
gin to think of those working about 
them as competitors rather than associ- 
ates with a common goal. They think of 
progress in terms of dollars in the pay 
envelope, rather than of service to more 
people. Officers find less and less time 
to leave their desks and go out to visit 


CUSTOMER RELATIONS 
SIS CHARTS. 
“Here's something we can do." 


Do I out of my way if necessary 
to help him? 





PUBLIC RELATIONS ROUNDUP 


their customers and broaden their con- 
tacts with other people in the communi- 
ty. Directors attend meetings less fre- 
quently and stockholders think only of 
dividend checks. When suffering from 
these symptoms of nearsightedness it is 
high time for management to consult a 
specialist.” 

The speaker felt that the daily prob- 
lems of operation are “serious. indeed 
and worthy of our best attention. But 
we must not let them dim our vision of 
the broader aspects of our responsibili- 
ties to our communities and to all the 
people in them. Our banks, too, must 
be fitted with bifocals that we may not 
only see the problems close at hand, but 
also focus our vision clearly on what 
is beyond and bigger than the dollar 
signs written on our ledgers—the people 
who are the true cause and measure of 
our success—our employees, to whom 
we entrust the bank’s reputation and 
good name; our customers, without 
whose confidence and goodwill there 
could be no bank; and finally, all the 


people of our communities.” 


Asking, “Are we failing to focus our 
atention on the most important part of 
our public relations—our employee re- 
lations?” Mr. Lindquist posed these 
questions: “Are you close enough to 
them in spirit? Do they confide in you 
as to their problems and ambitions? 


CUSTOMER RELATIONS 
ANALYSIS CHARTS. 
“It will be necessary to execute 
this instrument,Mr.Day,and put 
through a debit ticket against 
your account." 


Do I avoid technical language? 


Cartoons used recently by Continental Illinois National Bank 
and Trust Company, Chicago 








Do they speak to you freely and easily? 
Do your other officers, all people in 
supervisory positions, have the same at- 
titude as yourself?” 


“What about customers? Their dollars 
are the same, but the people are differ- 
ent. We find that from 10% to 20% of 
our accounts are closed out every year. 
There is nothing we can do about many 
of those who close their acounts—they 
move away, die, lose their money.— 
Hence the important place in your bank 
and mine of actively seeking new busi- 
ness, reaching out into the community 
for people to keep filling the ranks of 
this parade of customers constantly 
passing throwgh our banks. 


“1949 is presenting us with a new set 
of circumstances. Whether we call it 
deflation or disinflation or impending 
depression, we know that the day of 
easy deposits, easy loans and easy pro- 
fits for banks is over, and we are faced 
with the true test of our public relations. 


Every bank, in these critical days of 
both economic readjustment and politi- 
cal instability, must be fitted with the 
bifocals of good banking, that they may 
have their eyes focused not only on the 
important problems of management im- 
mediately before them, but also on the 
broad field of human relations. We must 
prepare and dedicate ourselves as finan- 
cial leaders in our communities to break 
down the economic and _ political il- 
literacy now so prevalent in our coun- 
try.” 

Public Relations Tools 


Mr. Bischoff stressed the importance 
of the tools used in public relations: 


“The Public Relations director looks 


to the outside and interprets to the in- 
side management what he learns from 
the man-on-the-street. In turn, he must 
interpret the policies and functions of 
his bank to the public in a form and 
manner which the man-on-the-street can 
understand and believe. This is not a 
job for the novice. 


“The story has a complicated plot, 
and the employees and officers who were 
concerned with only their particular 
development of that plot failed to satisfy 
the customers who wanted to be told 
the whole story. Hence, the origin of 
courses for training bank officers and 


bank clerks. 


“The major tools of Public Relations 
are Advertising, Publicity, Selling, Em- 
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ployees. Advertising can be called the 


message of the institution. It can be 
controlled in terms of inches of space, 
minutes of air time, or quantities of 
printed pieces. Through Advertising the 
bank seeks to talk to more people than 
it can by having its officers call on them 
in person. 

“It is the job of the Public Relations 
Director to look behind the cold exterior 
of his bank, and to discover its person- 
ality, to acquaint the public with this 
personality and to make them like it, 
trust it, come back again and again, 
recommend it . . . to make civic leaders 
of his town call upon his bank officers 
for assistance with projects planned for 
community development and progress. 

“Publicity is not advertising; it is 
the art of interpreting banking and 
telling the news about banking through 
the news columns and newscasts. The 
amount and quality of publicity any 
bank can obtain depends upon the 
ability and capacity of its Public Rela- 
tions Director for understanding what 
newspapers want, and the reader interest 
the activities of his bank can generate. 
It is a fallacy to hold that the Publicity 
Man’s job is to keep stories out of 
the newspapers. 


Sales Technique 


“Selling: Every time an employee or 
officer makes a business call—whether 
it be in his own community, in another 
city, out on the farm, or even attending 
to a convention—his method of pre- 
sentation, his appearance, his reports 
back to his executive officers, his sales 
talks, the official services given . . . all 
have a direct bearing upon the relations 
of the public with his bank. 

“Employees: In the final analysis, 
the Public Relations Director’s finest, 
surest tool is the organization—the 
staff. Every employee, whether he meets 
the public or works behind the scenes, 
is a representative whose attitudes and 
behavior have a profound effect upon 
what the public thinks, and how the 
public acts, toward the bank. 

“With his kit-bag of tools the Public 
Relations Director is expected to do the 
following jobs: 

1. Sell the services of his bank to the 

public and keep them sold 

2. Sell the employees and the officers 

on their own institution 

3. Sell the public on the institution 

of banking . . . that it functions 

for the development of the com- 

munity and for the benefit of the 
individuals living in that commun- 
ity.” 


May 1949 


Mr. Bradt felt that “Too often we 
hear this kind of statement: ‘Our Em- 
ployee Relations Department is well 
equipped to take care of the needs of 
our employees’ without being conscious 
of the implied atmosphere of charity, 
welfarism and professionalism. 
“Getting the work of the bank done 
for the customer calls for the full and 
efficient use of each person’s time—as 
an interested and enthusiastic member 
of the group of which he is a part. It 


calls for a visual analysis of the pro-- 


cedures by which you run the bank, 
breaking them down into job factors 
and key points. It means working to- 






ward establishing measures or standards 
of performance for people on their jobs. 
How many people in a bank today know 
what is expected of them? 

“Too often people in a bank go along 
on their jobs month after month, some- 
times even year after year without their 
boss ever sitting down with them indi- 
vidually on his own invitation and talk- 
ing with them about questions or prob- 
lems on their minds, about their jobs, 
their places on the team, and what’s 
ahead of them. 

“Deplorable situations could have 
been avoided completely if the officer 
had a scheduled program of periodic in- 


I¢ you are in 


charge of 


‘Trust Investments 


rust investment officers find 

here a satisfactory source of 
high-grade state and municipal 
bonds. One of the principal under- 
writers of these securities, this bank 
invites your inquiries. Information 
on issues given and quick execu- 
tion of orders assured. 


THE NORTHERN 
TRUST COMPANY 


50 SOUTH LA SALLE STREET, CHICAGO 















dividual discussions with each person 
reporting to him. He should ask a teller 
or bookkeeper, or some other associate 
to sit down with him on schedule and 
talk things over, asking him about any 
questions that may be bothering him, 
letting him know what is expected of 
him and how he is doing, giving recogni- 
tion when due for a good job done, 
and telling him in advance about changes 
that affect him. 

“Scheduled discussions can lift the 
morale of the whole organization, 
whether there are seven people or seven 
hundred concerned. It can make you 
as a boss the most popular fellow imag- 
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inable, because people are hungry for 
such conversations and so few bosses 
are making them possible not only in 
banks but in any business organization.” 

“There is a film in our bank called, 
‘The Man in Management.’ One of the 
fundamental points in this sound-slide 
film story is this idea: The only way 
to find time to manage—to get things 
done for the customer—is to take time 
now to develop the capacities and tal- 
ents of associates to take over those 
things that clutter up a manager’s desk. 
Tap the productive talents of others on 
the payroll—talents we are paying for 
but not getting. 


High Percentage Wasted 


“The deepest untapped reservoir in 
business today is the unused productive 
capacity of the individual person. Ac- 
cording to studies made, most people 
use only 30 per cent or less of their 
capacity. Whether this figure is correct 
is not important; it’s little enough. 


“When a business organization pays 
out large sums of money in the form 
of payroll and people on that payroll 
use only a part of their productive tal- 
ents, that business is paying out very 
expensive dollars. A business actually 
pays for all of the productive capacity 
on its payroll, not just a fraction. 


“And as for the individual—he is 
happiest and most proficient when his 
capacity is fully used, when he is- made 
to feel that he is a recognized part of 
the organization, when he is stimulated 
to do his best for the bank and make the 
most of his abilities. 


712 ProvipENT Trust BLpG. 
PHILADELPHIA 3, PA. 
RITTENHOUSE 6-3773 


STUDLEY, SHUPERT & CO. 


INVESTMENT COUNSEL 


“This unused capacity can be re- 
leased in a substantial way through 
an adequate process of education and 
training. Such a program can be put 
in operation in any bank regardless of 
size, but only by giving it a place of 
prime importance in the organization. 
It can be accomplished only by assign- 
ing this major responsibility to a senior 
officer, or by setting up a distinct de- 
partment of education and training sepa- 
rate from any so-called “employee rela- 
tions department” and by including per- 
sistent education and training for every 
member of the bank’s staff, senior and 
junior, officer and non-officer. 


“What are the specific areas of activ- 
ity in a bank where the unused product- 
ive capacities of people can be released 
and applied? There are three kinds: 
(1) jobs done by individuals, (2) 
development of management abilities, 
and (3) customer relations. The first 
two are necessary because of the third.” 


By using the analysis process, the 
initial training time for a Savings De- 
partment unit teller’s job has been re- 
duced from over 30 to 10 days, a book- 
keeper’s job from 12 weeks to 6 weeks, 
a job on margins in the Loan Division 
from 5 weeks to 10 days, according to 
the speaker. 


“Every business has its fundamental 
business techniques. A series of illus- 
trated customer relations analysis charts, 
drawn by one of our senior tellers, cir- 
culated and projected on the screen, has 
proved effective in visualizing customer 
relations.” 
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Banks have a reservoir of unused 
productive capacity—and also we have 
a reservoir of unused education and 
training capacity—all right in our own 
organizations—waiting to be used. But, 
if this reservoir of unused productive 
capacity in business today is to be re- 
leased and used completely it will take 
more than an educational training pro- 
cess in its pure sense. Too many people 
in banks and in business organizations 
go through the motions, the routines of 
ther jobs without objectives, without 
incentive, without inspiration. A person 
in a bank may have all the “know-how” 
in the world to do his banking job, but 
unless he has the “know-why” and the 
inspiration that goes with it, he may 
accomplish very little for that bank. 

The major purpose of the motion 
picture “Back of Every Promise. . . .” 
which dramatizes what banking does for 
industry and people, is to inspire those 
who make these services possible. This 
film grew out of an expressed desire of 
many people in the bank to know more 
about the banking business and to catch 
the inspiration of their part in it. 


Trust Public Relations 
“Public Relations and Advertising 
Possibilities of the Trust Department” 
was discussed by Allen Crawford, Vice 


President, Bankers - Equitable Trust 
Company and President, Financial Pub- 
lic Relations Association before the 
Trust Division of the Indiana Bankers 
Association in Fort Wayne last month. 
The speaker stated that “Good public 
relations, plus intelligent advertising, 
coupled with efficient personal solicita- 
tion or follow-up, will materially reduce 
the “net acquisition cost” of securing 
profitable trust business through re- 
duction of the “time lag” between initial 
interview and actual closing. 


“The cultivation of good human rela- 
tionships is an art. To some people, it 
is as natural as the act of breathing— 
to others less fortunate, comes the com- 
forting knowledge that it can be learned 
by nearly anyone willing to apply him- 
self to it. Its basis lies in trying—honest- 
ly and sincerely trying, to see things 
from the other fellows point of view. 


“Human interest incidents possess the 
ability—and it’s an inherent, not arti- 
ficial ability—to dress up a highly tech- 
nical, frequently misunderstood and vi- 
tally essential service, in attractive, 
quickly visualized garb. Another trust 
officer friend of mine, who fortunately 
had a farm background, found himself 
in the position of having to milk several 
cows, twice a day for a week, before 
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being able to obtain sufficient competent 
help on a farm belonging to the estate 
under administration. 

When such illustrations are employed 
in personal interviews, they are frequent- 
ly directly applied by the listener to 
his own personal situation and move 
him to early favorable action. 


“Why not phone your local editor 
and ask if a reporter, skilled in writing 
a human interest story, could come over 
and talk with your trust officers and 
perhaps get a feature for the Women’s 
page, or the magazine section of the 
Sunday issue? One trust man who did 
this was rewarded a couple of weeks 
later by three columns, eight or nine 
inches deep of very interesting copy in 
the Sunday edition, complete with ap- 
propriate cartoons and full corporate 
name, plus names of trust officers. So 
popular was the article that the trust 
officer bought several thousand reprints. 

“But, I have yet to see any of this 
material used in his firm’s advertising 


efforts. It is my opinion that advertising 
of this nature would prove of extreme 
interest to all who saw it. It would be 
read—the reader would inject himself 
into one of the roles—his confidence 
would increase—after repeated exposure 
he would be much more amenable to 
trust solicitation, and finally, he would 
begin to have a favorable conception of 
the public relations policy of the adver- 
tiser. Our records, our files, the probate 
and surrogate courts can supply endless 
material with which to fashion an effect- 
ive campaign. Here in our own back- 
yards is the acre of diamonds we seek. 

“We are missing a bet if we continue 
to ignore the human interest happen- 
ings in our business and fail to trans- 
mit them to employees as well as the 


general public,” concluded Mr. Craw- 
ford. 


Check List 


Speaking before the FPRA Extension 
Committee in Detroit in March, John N. 
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Garver, vice president of the Manu- 
facturers and Traders Trust Co., Buf- 
falo, who is first vice president of the 
Association, outlined an excellent check- 
list on Public Relations Activities: 


“Have you developed a plan— 
1. For your employees— 
A. Their compensation 
. Retirement 
. Hospitalization and Medical 
Plans 
. Life Insurance 
. House Organ 
. Employee Clubs 
. Comfortable working conditions 
Music 
A.1.B. Training 
. Are they informed of bank 
plans and policies 
. Do they have a feeling of being 
on the team. 
. For your Customers 
A. Have you modern quarters 
. Do you make customer calls 
. Have you added new services 
. Do you have improved facili- 
ties and modern machines 
. Have you an alert, courteous 
staff handling your customers 
. For your City 
A. Do you show an interest in its 
civic growth 
. Is there participation in cultu- 
ral, charitable and educational 
and religious functions 
. Does your staff serve in organi- 
zations of importance to your 
city’s welfare. 
. For your Stockholders 
. Do you maintain a sound, con- 
servative bank 
. Have you urged their greater 
participation in the bank 
growth and influence 
. Do you keep them informed on 
policies, services and changes. 
“If people think well of you, speak 
well of you, trust you and feel you are 
interested in anything that is good for 
the community, then those people will 
use your service and seek your help.” 
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ADEQUATE TRUST CONTROLS 


NE of the functions of a system of 
ye operating controls is the pre- 
vention of mistakes, but many controls 
have as their chief objective the physi- 
cal safeguarding of trust assets, de- 
clared Ray B. Wilhoit at the meeting of 
Georgia trustmen in Atlanta on March 
23. Among the controls needed for efhi- 
cient trust operations, Mr. Wilhoit, who 
is assistant trust officer of Trust Com- 
pany of Georgia, listed the following: 


1. Cash—Principal and Income. 


2. Collections of Income (tickler sys- 
tems for dividends, interest on bonds, 
mortgages and notes, rents and other 
regular income receipts such as pay- 
ments under insurance policies, col- 
lections on decedent’s contracts or ac- 
counts receivable. 


3. Remittances to Beneficiaries, Cus- 
tomers, and others. 

4. Vault Safekeeping of Securities. 

5. Accounting to Customers & Court. 

6. Investment Review of Accounts. 


7. Commissions and Fees. 


Since the latter phase of operations 
so directly affects customer relations, 
Mr. Wilhoit suggested that records per- 
taining to it should be maintained with 
unusual care. It is desirable to keep a 
record of commissions charged to each 
account, entirely separate and apart 
from the ordinary ledger records. Such 
a record should contain a full and clear 
description of the basis on which fees 
are to be charged. 


(1) Serves as a reminder to charge 
fees to each account at the 
proper time; 

(2) Gives a historical record of fees 
each account; 


(3) Indicates at a glance whether 


EATON & HOWARD 
BALANCED FUND 


total fees charged to each account 
are commensurate with size, 
activity, and other features of 
the account; 


(4) Facilitates the estimate (for 
budgetary purposes) of fees to 
be charged each year. 


Dual control should be maintained at 
all times, and can be accomplished as 
follows: 


1. Have at least two representatives 
of the trust department present at 
time of original receipt; 


2. Fully describe all securities on re- 
ceipt, including certificate num- 
bers and bond coupons attached. 


3. Prepare at least three copies of all 
receipts given, all of which should 
be signed by the two representa- 
tives of the trust department, and 
by the customer. 


4. Have customer carefully check all 
securities against receipt given 
him. 

5. Give one copy of receipt to the 
customer, one to Auditing De- 
partment agpd one to remain with 
securities, 


Generally there will be a lapse of 
time between the original receipt of 
securities and the establishment of 
routine accounting and vault control 
records. Until such records have been 
established, none of the usual controls 
is really effective. The best answer to 
this problem, Mr. Wilhoit stated, lies 
in proper delegation of responsibility. 


First impressions go a long way, so 
first contacts with beneficiaries and cus- 
tomers should receive particular atten- 


tion, Mr. Wilhoit concluded. 
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American . Standard 
Rapiator Sanitary 


New York CORPORATION Pittsburgh 
‘ PREFERRED DIVIDEND 
COMMON DIVIDEND 


A quarterly dividend of $1.75 per share 
on the Preferred Stock has been declared 
payable June 1, 1949, to stockholders 
of record at the close of business on 
May 20, 1949. 


A dividend of twenty-five cents (25¢) 
per share on the Common Stock has been 
declared payable June 24, 1949, to stock- 
holders of record at the close of busi- 
ness on June 3, 1949. 

JOHN E. KING 
Treasurer 
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Fewer Banks 


The first 1949 edition of Rand Mc- 
Nally Bankers Directory — The Blue 
Book — shows that the number of banks 
is decreasing, but that deposits, surplus, 
and loans are increasing. During the 
last six months of 1948, there was a de- 
cline of 29 banks. During the entire 
year of 1948 there was a decline of 122 
banks. However, the number of branch 
offices has increased, and the total num- 
ber of banking offices (19,524) was 
greater at the end of the year than at 
the beginning. 

Deposits increased during the last six 
months of the year $5,941,900,000. Sur- 
plus and undivided profits increased 


$320,268,000. 


Loans are up $3,183,294,000. The 
total governments held decreased dur- 
ing the half year $1,907,233,000. Other 
bonds and securities increased $770,- 
852,000. 


ae 


Florida Trustmen Elect Bryan 


At the April meeting of the Trust Di- 
vision, Florida Bankers Association, the 
following officers were elected for 1949: 


Chairman of Executive Committee: 
John W. Bryan, vice president and trust 
officer, Exchange National Bank of 
Tampa. 


Vice-Chairman of Executive Commit- 
tee: L. V. Chappell, vice president and 
trust officer, Florida Bank & Trust Co. 
at West Palm Beach. 

Secretary: Walter D. Cameron, vice 
president and trust officer, First National 
Bank in Palm Beach. 

The program of the meeting consisted 
mainly of a study of proposed legisla- 
tion affecting trust business. 
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New Bank Quarters 


The comprehensive modernization of 
the upper floors of The First National 
Bank of Chicago, which has been in 
process for two years, was unveiled to 
the public during the week of April 18th. 
By coincidence, the bank was quietly 
celebrating the fact that it had just at- 
tained first place in Chicago. 


The new and remodelled quarters 
contain the Trust and Real Estate Loan 
departments on the Yourth floor, the 
various operating departments, such as 
mail, clearings, transit, and bookkeep- 
ing, on the third floor, the auditing, 
personnel, and others on the mezzanine 
floors, and the Women’s Banking de- 
partment on the second floor. 


Through the flooring-over of sky- 
light courts and by extending mezza- 
nines, the bank acquired an additional 
23,000 square feet of space. These and 
adjacent areas aggregating 125,000 
square feet have been completely re- 


ii 
a 


constructed with new ventilation, light- 
ing, soundproofing, floor coverings, 
decorations, and some new equipment. 


The outstanding features of the mod- 
ernization program are the extensive 
use for the first time of new type low 
brightness lights and the modern use 
of color in decorating. Noise is de- 
creased by over-all ceiling soundproof- 
ing, carpeting, and vinylite drapes. 


In striking contrast to the modern. a 
large conference room in the Trust de- 
partment has been finished with the 
original oak panels taken from the old 
Whitehall mansion in Shrewsbury, 
England, built in 1578. The panels are 
plain Tudor, and the oak remains sound 
after more than 300 years of use. In 
most sections the original dowel pins 
needed no replacement. 


This reporter, who had the privilege 
of previewing the new trust quarters on 
April 16, feels they are the most at- 
tractive and ultilitarian he has yet seen. 


Photograph, courtesy of Burroughs Clearing House, show new trust quarters of First National Bank of Chicago. 
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Books 


Current Legal Forms with Tax An- 
alysis 

RABKIN & JOHNSON. Matthew Bender & 

Co., Albany. 1044 pp. $16.50 per vol. 

This is the first of a three-volume set 
which should prove extremely valuable 
to the profession. Hardly a transaction 
occurs today without some tax conse- 
quence and the lawyer who prepares a 
document or agreement in disregard of 
its tax implications is doing his client a 
disservice. 

The authors, who are widely known 
for their service on Federal Taxation, 
have adopted an approach which enables 
the user of the forms to recognize the 
tax problems of a given situation, find 
the answers readily and draft the agree- 
ment accordingly. The first volume, 
which was published last year but did 
not reach this reviewer until recently, 
consists of three chapters: Partnerships, 
Employment and Compensation, and Cor- 
porate Organization. Of special interest 
and value to readers of T&E are the 
sections on arrangements to retire or 
purchase a partner’s or stockholder’s in- 
terest, the use of insurance for such pur- 
pose, and deferred compensation plans. 


The general textual framework of the 
volume takes this pattern: a detailed 
scheme of each chapter, the tax back- 
ground, the forms with comments, and 
then the annotations. Physically, the book 
is loose-leaf so that supplementary and 
revisionary material to be issued from 
time to time can be inserted in its proper 
place. 

Volume 2, which is expected to be ready 
in June, will cover Corporate Distribu- 
tions and Reorganizations, Real Estate, 
and Mercantile Transactions. Volume 3, 
scheduled for publication toward the end 
of the year, will deal with Husband and 
Wife, Wills, Trusts, and Insurance. 


The publisher offers to send the first 
volume on approval. 


Institute on Federal Taxation 
Matthew Bender & Co., Albany. 1488 pp. $10. 


This volume contains the proceedings 
of New York University’s Seventh An- 
nual Institute on Federal Taxation, held 
last November. It brings together, at a 
Modest price, the lectures (some in ex- 
panded and annotated form) presented 
during the two-week session by some of 
the outstanding tax authorities in the 
country. 


It is impossible to indicate here the 
Scope of the 135 papers which are in- 
tluded, other than to give the general 
headings under which they have been 
grouped: Business Tax Planning, Plan- 
Ning the Handling of Tax Cases, Plan- 
ning for Capital Realizations, Planning 
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for Corporate Distributions, Estate Plan- 
ning, Tax Planning for Individuals and 
Partnerships, Planning for Corporate Re- 
organizations, Miscellaneous Planning. 


Among the nationally known contribu- 
tors to this gold mine of information are 
(in the order of their appearance) Merle 
H. Miller, Robert N.. Miller, W. A. 
Sutherland, Jacob Rabkin, William J. 
Casey, Charles W. Tye, Henry Cassorte 
Smith, Milton Young, Rene A. Wormser, 
Raymond W. Hilgedag, Edward N. Pol- 
isher, Roy Blough, John M. Maguire, 
Meyer M. Goldstein, Samuel J. Foosaner. 
(Apologies to those omitted for lack of 
space.) 


How to Obtain Bank Costs 


ERNEST S. WOOLLEY. Bankers Publishing 

Co., Cambridge, Mass. 139 pp. $5.00. 

This revised edition of Mr. Woolley’s 
valuable manual on bank cost accounting 
shows how to analyze bank costs by a 
simple and complete method. Illustrations 
help to indicate the method for installing 
a system of bank accounting as an aid to 
effective management. 


Impact of Taxes on Industrial Pen- 
sion Plans 
RAINARD B. ROBBINS, A.A.S.A., Industrial 
Relations Counselors, Inc. 82 pp., $2.00. 
Trust officers, underwriters, attorneys, 
management executives, and others who 
deal with the shaping or reconstruction 
of industrial pension plans are increas- 
ingly concerned about the effects of fed- 
eral tax legislation on such programs. 
During the war, amendments to the in- 
come tax law centered about the need for 
increased revenue. This emphasis on the 
tax and fiscal angle gave little regard 
to the social objectives of industrial pen- 
sions and the practical aspects of indus- 
trial relations, so that the normal devel- 
opment of employee retirement plans be- 
came distorted. 


This study traces the growth of the 
pertinent tax legislation, considers the 
main principles of federal policy that 
have governed the taxation of industrial 
pension plans, points to resulting social 
disservices and submits recommendations 
looking to revision of the legislation. 


ARTICLES 


Estate Planning 


University of Illinois Law Forum, Spring Num- 

ber. 

This new quarterly published by the 
College of Law makes an auspicious 
debut in this first issue which, like sub- 
sequent ones, is devoted to a single topic. 
It is interesting to observe that the in- 
augural number should be concerned with 
the field of estate planning, another in- 
stance of the increased attention which 
has been given to the subject by legal 
periodicals in recent years. 


The symposium opens with an article 
by Lewis D. Spencer on The Function of 
the Lawyer in Estate Planning. Then 
follow two papers on Inter Vivos Trans- 
fers, one by Bernard Epstein on Gifts, 
Joint Ownerships and Contemplation of 
Death, the other by Hubert L. Will on 
Trusts and Powers of Appointment. 


Transfers by Will is the subject of an 
article by Middleton Miller. Life Insur- 
ance and Estate Planning is discussed by 
C. Ives Waldo, Jr., and Disposition of 
Business Interests by William N. Had- 
dad. 


OTHER ARTICLES OF INTEREST 


A Suggested Course in Estate Plan- 
ning, by John Ritchie, III: Virginia Law 
Review, Feb. 


Future Markets for Pensions and Re- 
tirement Incomes, by Nathaniel H. See- 
furth: The Journal of American Society 
of Chartered Life Underwriters, March. 


Third Party Insurance in Family Es- 
tate Planning, by Francis T. Fenn, Jr. 
and Walter G. Nelson, Jr.: Ibid. 


Basic Book in the Fiold... 
— for trust and real estate 
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ACKERMAN 


INSURANCE 
By S. B. Ackerman 


PRACTICAL and workable guide to insurance coverage; policy 

contracts; and establishing extent of protection . . 
of real estate depdrtments and all others concerned with adequate 
provisions against insurable risks. 
This timely volume helps to determine what type of policy is best suited for a 
specific need and. the rights of the insured and insurer. It is a practical reference 
for clauses which may be added to policies, under varying circumstances, to ex- 
tend or limit coverage. It includes not only the usual types of real estate insur- 
ance but practically all phases of insurance intended to cover unusual conditions 
of a particular case. This volume is an aid to good judgment for establishing a 
perpetual protection against insurable property risks. “60 


Send for your copy today to: 


Third ) 
Edition 


. for officers 


RONALD PRESS COMPANY 15 East 26th St., New York 10 








TRUST PERSONNEL CHANGES 


ARKANSAS 


Little Rock—E. G. Lovett of the Com- 
MERCIAL NATIONAL BANK was promoted 
from assistant trust officer to treasurer. 
He is a graduate of the University of 
Arkansas Law School. 


CALIFORNIA 


Long Beach & Ventura -— Paul W. 
Kreinberg has been made an assistant 
trust officer of the Farvers & MEr- 
CHANTS TRusT Co. of Long Beach, hav- 
ing resigned from that office with the 
BANK OF AMERICA N. T. & S. A. at Ven- 
tura. 


Los Angeles — 

Vice president Eld- 

ridge H. Booth, Jr., 

has been named 

also trust officer of 

TITLE INSURANCE & 

TRUsT Co. to head 

the trust depart- 

ment; Charles I, 

Baker retains the 

title of vice pres- 

E. H. Bootu, JR. ident. With the 

trust department since 1928, Mr. Booth 

was appointed assistant trust officer in 

1929 and vice president in 1944. A native 

of New Mexico, he has had extensive 
banking and insurance experience. 


DISTRICT OF COLUMBIA 


J. Frank White has been elevated to 
the chairmanship of the board of the 
NATIONAL BANK OF WASHINGTON, and 
Barnum L. Colton elected president. Mr. 
Colton has been a vice president’ of the 
NATIONAL SAVINGS & TrRuUsT Co. Mr. 
White has been president of National 
Bank since 1936. 


ILLINOIS 


Woodstock—Warner Miller, assistant 
cashier, is in charge of the new trust 


Business Surveys 
Reports and Appraisals 
Organization Studies 
Refinancing Assistance 
Merger Negotiations 


department of First NATIONAL BANK 
which recently received trust powers. 


LOUISIANA 


New Orleans—Kenner S. Kaetjer is 
now trust officer of the HIBERNIA NATION- 
AL BANK, Louis V. DeGruy having re- 
signed. 


MARYLAND 


Baltimore— Vice 

President R. S. 

Opie has been 

named head of the 

trust department 

of the SAFE DE- 

posit & Trust Co., 

filling the position 

left vacant by the 

recent death of W. 

Fabian Bachrach R. Hubner.,A grad- 

R. S. OPIE uate of Johns Hop- 

kins and the University of Maryland 

Law School, Mr. Opie has been a vice 
president since 1932. 

Also promoted were: J. K. Brigstoke, 
C. C. Grasty, C. H. Peterman, and John 
E. Motz, to vice presidents (the first 
three having been trust officers and the 
latter an assistant vice president); Nel- 
son S. Winter to assistant trust officer; 
Vernon G. Mitchell to assistant to vice 
president Albert A. Schultz, insurance 
officer and assistant real estate officer. 
Public relations activities are being di- 
rected by Mr. Grasty. 


MASSACHUSETTS 


Fitchburg & Southbridge—At the Wor- 
CESTER COUNTY TRUST Co. (formerly 
Southbridge National Bank), James C. 
Andrew, trust officer, is in charge of the 
Fitchburg branch, while Alice G. Haskell, 
assistant trust officer, is in charge of the 
Southbridge office. 


MISSOURI 


St. Louis—Hugh S. Hauck has been 
promoted from assistant trust officer to 


Waste and Methods Studies 
Incentive Plans 

Plant Design 

Special Projects 

Product and Market Research 


ROSS & COMPANY 


Engineers - Consultants - Managers 


441 LEXINGTON AVE. 


NEW YORK 17, N, Y. 


Murray Hill 2-2870 


vice president at BOATMEN’S NATIONAL 
BANK. f : 


St. Louis — Formerly assistant vice 
president of MANUFACTURERS BANK & 
Trust Co., Roderick M. Meyer has been 
elécted a vice president of that bank. 


NEW JERSEY 


Montclair—Frederick P. Fiske, pres- 
ident of MONTCLAIR TRUST Co., has been 
elected chairman of the board and con. 
tinues as chief executive officer. Succeed- 
ing him as president is F. Sandford 
Astarita, former vice president, who con- 
tinues supervision of investment port- 
folios. Mr. Fiske came to the bank as 
vice president and director in 1934, from 


FREDERIC P. FISKE F. S. ASTARITA 


Guaranty Co., New York, investment af- 
filiate of Guaranty Trust Co. Mr. Astar- 
ita came to Montclair Trust Co. from 
Central Hanover Bank & Trust Co., New 
York, in 1934, where he had been in the 
investment division. 

NEw YORK 

Canajoharie — George H. Shineman, 
cashier and trust officer, is devoting part 
time to the newly empowered trust de- 
partment of the First NATIONAL BANK. 

New York—aAlfred A. Fraser, III, and 
Henry O. Hopper have been appointed 
assistant secretaries at UNITED STATES 
Trust Co. 

New York (Bronx)—Thomas P. Lynch 
became president of the BRONX COUNTY 
Trust Co., succeeding the late Daniel J. 
Mahoney. 

Peekskill—David M. Barry, formerly 
cashier and executive vice president, was 
elevated to the presidency of PEEKSKILL 
NATIONAL BANK & TRUST Co. to succeed 
the late Dr. Stanton Curry; George V. 
Bishop promoted to trust officer and 
cashier. 


NoRTH CAROLINA 


Charlotte — CoMMERCIAL NATIONAL 
BANK has added to its trust department 
Thomas R. Payne, who was admitted to 
the State bar March 18 last. 

Winston-Salem—Richard G. Stockton, 
senior vice president and senior trust 
officer of WACHOVIA BANK & TrusT C0., 
has been appointed acting president dur- 
ing Robert M. Hanes’ absence on a year’s 
leave of absence with the Economic Co 
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operation Administration. Mr. Hanes, as 
chief of the Marshall Plan Mission for 
Belgium-Luxemburg, left April 25 for 
his headquarters at Brussels, succeeding 
James G. Blaine, president of Marine 
Midland Bank & Trust Co., New York. 


OHIO 


Cincinnati —Jul- 
ius W. Reif was 
elected vice pres- 
ident and trust offi- 
cer of the PRov- 
IDENT SAVINGS 
& Trust Co. to fill 
the vacancy caused 
by the death of 
Harry Wehmer. 
Mr. Reif, connect- 
ed with the bank 
for 18 years, is a graduate of the Uni- 
versity of Cincinnati College of Law, and 
a member of the Cincinnati Bar Associa- 
tion. He was a special agent of the 
Federal Bureau of Investigation during 
the war. 





JuLius W. REIF 


OKLAHOMA 


Tulsa—NATIONAL 
BANK OF TULSA, 
granted trust pow- 
ers on March 29, 
has opened its new 
trust department 
under the executive 
direction of Roy 
M. Huff, elected 
vice president and 
trust officer. Both 
personal and cor- 
porate trusts will be handled. President 
A. E. Bradshaw is chairman of the trust 
committee. Prior to joining the legal de- 
partment of Sinclair Prairie Oil Co. of 
Tulsa, Mr. Huff was head of the trust 
department of the First National Bank & 
Trust Co. of Tulsa. 


He is a past president of the Oklahoma 
Trust Companies Assn. and a past mem- 
ber of the Executive Committee of the 
American Bankers Assn. Trust Division. 
For the past ten years Mr. Huff has been 
an instructor in Wills and Trusts in the 
University of Tulsa Law School, and was 





Roy M. HuFFr 
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Complete Trust Service in GEORGIA 


through eleven offices in six cities 


THE CITIZENS & SOUTHERN 
NATIONAL BANK 


draftsman of the Oklahoma Trust Code 
enacted by the Legislature of Oklahoma 
in 1941. 


OREGON 


Salem—David G. Lloyd has been elect- 
ed trust officer and placed in charge of 
the Salem office trust department of the 
First NATIONAL BANK of Portland. A 
member of the bank’s trust department 
for 20 years, Mr. Lloyd spent four years 
in the army during the last war, and was 
a major in the inspector general’s de- 
partment. 

PENNSYLVANIA 


Philadelphia—James P. Tyson, former 
cashier and trust officer of the Tioga Na- 
tional Bank & Trust Co., has been elected 
assistant vice president of the SECOND 
NATIONAL BANK, which took over the 
former institution. Banking quarters for- 
merly occupied by Tioga are now open 
as a branch office. William G. Semisch is 
president of SECOND NATIONAL. Wesley 
S. Smith, president of Tioga National 
since 1933, will retire. 

Pittsburgh — ALLEGHENY TRUST Co. 
has named Bligh A. Holmquist to suc- 
ceed the late Walter H. Alderson as 
secretary-treasurer; promoted Charles N. 
Higgins to trust officer; John W. Ehr- 
hard to assistant secretary-treasurer and 
auditor. Mr. Holmquist was formerly as- 
sistant trust officer. 

Pittsburgh—In the trust department 
of MELLON NATIONAL BANK & Trust Co. 
the following promotions have been 
made: Kenneth C. Hewitt, formerly in- 
vestment officer, made assistant vice pres- 
ident; Arthur H. Bowman, Jr., made in- 
vestment officer; and Fred C. Neubauer, 
assistant secretary. 


TEXAS 


Wichita Falls—W. Kline McGee re- 
signed as cashier and trust officer of 
First NATIONAL BANK of Wichita Falls 
to become vice president of the National 
City Bank of Dallas (non-trust organiza- 
tion). 

San Antonio—Groos NATIONAL BANK 
elected A. J. Weyel, Jr., a trust officer. 
Mr. Weyel resigned as president of the 




















Mortgage Loan & Agency Co., previous 
to which he had been vice president and 
trust officer of the Alamo National Bank 
in that city. 















































CANADA 


Vancouver, B. C.—John W. Hewitt and 
Stanley V. Smith have been appointed 
assistant managers of this branch of the 
RoyaL Trust Co. Mr. Hewitt will con- 
tinue in charge of the estates depart- 
ment; Mr. Smith will continue super- 
vision of the real estate, rental and mort- 
gage department. 


BRIEFS 


Stamford, Conn.—Branch banking was 
given a new wrinkle when STAMFORD 


Keystone 
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F unds 
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Trust Co. opened its first Commuters 
Branch in the westbound New Haven 
Railroad Station. Open from 7 A.M. to 
12 Noon, this office will enable commuters 
to take advantage of the following ser- 
vices: check cashing; deposits; Christmas 
Club accounts; Mortgage or loan install- 
ments. 

Wilmington, Del.—Paul D. Lovett, vice 
president and trust officer of DELAWARE 
Trust Co., has been re-elected president 
of the Del-Mar-Va Council, Boy Scouts 
of America. 

Jacksonville, Fla.—R. C. Wager, vice 
president and trust officer of the ATLAN- 
TIC NATIONAL BANK, has been elected 
state vice president of the trust division 
of the American Bankers Association. 

Macon, Ga.—C. E. Newton, Jr., vice 
president and trust officer of the First 
NATIONAL BANK & Trust Co. was elected 
state vice president of the trust division 
of the American Bankers Association. 

Council Bluffs, lowa—First NATIONAL 
BANK has been granted trust powers un- 
der the Federal Reserve Act, as of April 
5. 

Marion, Ilowa—First NATIONAL BANK 
was also granted trust powers under the 
Federal Reserve Act. 

Abbeville, La.—Frank Kerksieck, presi- 
dent of the BANK OF ABBEVILLE & TRUST 
Co., was elected state vice president of 
the trust division of American Bankers 
Association. 


COINS 


CATALOGUED APPRAISED 


for ESTATES G MUSEUMS 


COIN COLLECTIONS 
BOUGHT and SOLD 


UNITED STATES 
FOREIGN 
ANCIENT 
ORIENTAL 
GOLD - SILVER - BRONZE 
v 


We are one of 
AMERICA’S OLDEST AND 
LARGEST COIN DEALERS 


12 W.46th St New York 19, N. Y. 





Gloucester, Mass.—GLOUCESTER NA- 
TIONAL BANK is the new name of the for- 
mer Gloucester Safe Deposit & Trust Co. 


Salem, Mass.—Harold G. Macomber, 
president of NAUMKEAG TRUST CO., was 
elected state vice president of the trust 
division of American Bankers Associa- 
tion. 

Boston, Mass.—President Allan Forbes 
of the STATE STREET TRUST CoO. was re- 
cently feted at a “family party” of 500 
members of the organization, on his 50th 
anniversary with the Company. Skits 
portrayed the highlights of his career. 

Butte, Mont.—METALS BANK & TRUST 
Co. is discontinuing its trust business. 


Kansas City, Mo.—MERCANTILE-HOME 
BANK & Trust Co. will be known as MER- 
CANTILE BANK & Trust Co., after -ap- 
proval of the stockholders at the meeting 
June 14th. 


Newark, N. J.—Assistant trust officer 
Fred M. Merdinger received a wrist 
watch from HowarpD SAVINGS INSTITU- 
TION upon completing 25 years of service. 


Santa Fe, New Mex.—A. V. Wasson, 
trust officer, First NATIONAL BANK, be- 
came state vice president of the trust 
division, American Bankers Association. 

New York, N. Y.—William H. Gam- 
brell, vice president in the personal trust 
division of NEw YorK Trust Co., was 
elected a director of the Travelers Aid 
Society of New York. 

New York, N. Y.—Brian P. Leeb, vice 
president and head of the BANKERS 
TRUST Co.’s trust department, became a 
charter member of the Princeton Univer- 
sity board of trustees. He is also a trus- 
tee of the New Jersey Orthopedic Hospi- 
tal & Dispensary in Orange. 

Peekskill, N. Y.—WESTCHESTER COUN- 
TY NATIONAL BANK is discontinuing its 
trust business. 

Tulsa, Okla.—NATIONAL BANK OF TUL- 
SA has been granted trust powers under 
the Federal Reserve Act, as of March 
29th. 

Dallas, Texas—REPUBLIC NATIONAL 
BANK has purchased some 45,000 square 
feet of ground on which it expects to 
erect one of the most modern banking and 
office buildings in the Southwest. 

Palestine, Texas—Trust powers were 
granted to the East TEXAS NATIONAL 
BANK, under the Federal Reserve Act. 

Manitowoc, Wis.—First NATIONAL 
BANK is discontinuing its trust depart- 
ment. 


Victoria, Halifax & Regina, Canada— 
Manager A. G. Styles is in charge of the 
newly opened Victoria branch of the 
CANADA PERMANENT TRUST Co., at 714 
Fort Street, Filling his place at Regina, 
where he was for 13 years, is G. A. J. 
Wilson. At the Halifax office of the for- 
mer General Trust & Executor Corp., 
which was taken over by Canada Perma- 
nent (reported in April), officers are J. 
R. Machum and R. E. Davison. 








These Amazing Trustmen 


There’s music in the air, of Alliance, 
Ohio (population 31,000), in large 
measure thanks to the varied musical 
talents of G. E. Graf, trust officer of 
City Savings Bank & Trust Co. Look 
behind the French horn at a perform- 
ance of the local symphony orchestra, 
or of the municipal band. There is Mr. 
Graf. And for over a third of a century 
he has been the organist and choir di- 
rector at St. Joseph’s Catholic Church. 
ceremony and then in the choir loft. 

In addition, he finds time for civic in- 
terests, on the board of the Red Cross, 
the Library and the YMCA, and as vice- 
chairman of the Boy Scout Council, 
member and secretary of the Civil Ser- 
vice Commission, state officer of the K 
of C, and as a former president of the 


Kiwanis Club. 





Lester Gibson Appointed 
A. B. A. Deputy Manager 


Lester Gibson, 
director of the 
news bureau of the 
American Bankers 

‘ Assn., was appoint- 
ed a deputy mana- 
ger of the Associa- 
tion headquarters 
office in New York, 
at the recent meet- 
ing at French Lick, 
Indiana. Mr. Gib- 

son has been in charge of its news and 
publicity office for 11 years. This appoint- 
ment raises the news bureau to the status 
of a department of the Association, and 
it is a personal tribute to Mr. Gibson’s 
popularity and his outstanding work. 


A A A 


Howard Evans, assistant trust officer 
of DoLLAR SAVINGS & TRusT Co., Youngs- 
town, Ohio, died recently. 





LESTER GIBSON 
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Delaware 


S.B. 17: Provides that a power given 
in a will or trust instrument to a corpo- 
rate fiduciary to retain property owned 
by the testator at death or transferred 
by the settlor to the trustee, shall be 
deemed to include the power in the 
corporate fiduciary to retain shares of 
its own stock. 


Indiana 


_§.B.. 33: Repeals former common 
trust fund law and substitutes statute 
permitting establishment of common 
trust funds in compliance with Federal 
Internal Revenue Code and Federal Re- 
serve Board Regulations; participation 
is allowed where such is not prohibited 
by instrument or judgment creating fi- 
duciary relationship; investments shall 
be made in accordance with State laws 
governing trustees; common fund is 
subject to same liability for gross in- 
come and intangible taxes as other tax- 
able trusts, but participating trusts 
shall not be taxed on their aliquot share. 

Ch. 145: Provides that jointly owned 
obligations of the United States Gov- 
ernment shall automatically become the 
sole property of the surviving joint. or 
co-owner. 

Ch. 184: Exempts pension trusts and 
other employee benefit plans from stat- 
utes against perpetuities and suspension 
of power of alienation. 


Kansas 


S.B. 20: Enlarges scope of legal 


investments for guardians. 


S.B. 297: Provides for descent of 
property of decedent who leaves no sur- 
viving spouse, issue or parents to liv- 
ing heirs of one parent where other 
parent leaves no living heirs. 


H.B. 60: Legalizes trusts created in 
favor of settlor except as to past, pres- 
ent or future creditors. 


H.B. 61: Adopts prudent man rule 
of trust investment. 


H.B. 364: Permits Probate Court to 
authorize continuance of decedent’s or 
ward’s , business for period of six 
months, subject to renewal. 


Maine 


Ch. 45: Includes guardians and 
conservators, as well as trustees, in 
statute authorizing court to allow addi- 
tional annual compensation not exceed- 
ing one per cent of principal. 
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Massachusetts 


Ch. 76: Provides that “after a di- 
vorce, a husband or wife shall not be 
entitled to curtesy or dower in the land 
of the other spouse.” 


Minnesota 


Ch. 201: Provides (apparently in 
effort to overcome effect of Spiegel case 
—see Feb. T.&E., p. 108) that where a 
reversionary interest by operation of 
law might be recognized in a settlor but 
for operation of this statute, a resulting 
trust shall instead be deemed to arise 
in favor of the State. 


Nebraska 


L.B. 127: Provides that where the 
executor is a residuary legatee, he may, 
instead of bond ordinarily required, 
give a bond in such sum and with such 
sureties as court may direct, with a 
condition only to pay all debts and leg- 
acies; eliminates provision requiring 
special administrator, and executor or 
administrator c.t.a. who is also a resid- 
uary legatee, to file inventory within 
two weeks after appointment. 


L.B. 158: Provides for apportion- 
ment of estate taxes among persons in- 
terested in the estate, unless will or inter 
vivos instrument directs otherwise. 


L.B. 333: Enables guardian who is 
appointed in any other state to bring suit 
in this State on the same basis as 
foreign executors and administrators 
are permitted to sue. 


Nevada 


Ch. 28: Permits guardian, upon au- 
thorization of court, to hypothecate or 
pledge personal property instead of 
making sale to pay debts. 

The Uniform Simultaneous Death Act 
has beey adopted. 


New Hampshire 


Ch. 134: Permits trustees to invest in 
open-end and closed-end investment 
trusts registered under the Federal In- 
vestment Company Act of 1940 and 
qualifying under State regulations. 


Ch. 88: Permits executor or admin- 
istrator, upon approval of probate court, 
to pay legacy or distributive share, to 
which a minor is entitled, to his parent 
or person in loco parentis, provided 
sum does not exceed $700 (formerly 


$200). 
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North Carolina 


H.B. 305: Dispenses with require- 
ment of proof of bond for removal of 
property by foreign guardian where 
such foreign guardian is a banking in- 
stitution which is not required under 
laws of its domicile to execute bond. 


North Dakota 


H.B. 291: Establishes conclusive pre- 
sumption of adoption under certain 
conditions. 

S.B. 90: Modifies time element in 

‘ probate proceedings. 

S.B. 92: Allows action against exe- 
cutor or administrator when not based 
on claim in probate proceeding. 

S.B. 93: Relates to service of cita- 
tion in probate proceeding. 

S.B. 209: Pertains to distribution of 
property where estate is not probated. 

S.B. 233: Authorizes county court 
to dispense with general requirements 
for appointment of guardians and sub- 
stitutes summary proceeding for ap- 
pointment where value of property does 
not exceed $500 and does not include 
real estate. 

S.B. 234: Allows appropriate county 
court to determine tax liability where 
estate is probated outside the state. 


EXPERIENCE 
IN CONNECTICUT 


WE oFFER Cooperation in 
Trust or Banking Matters 
based on our thorough 


knowledge of this territory. 


The STAMFORD TRUST Co. 


300 Main Street 


Branch Office at Ridgeway Shopping Center 
on Summer St. 


Stamford, Connecticut 


Member Federal Deposit Insurance Corporation 
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New Mexico 


H.B. 122: Permits probate court to 
authorize general guardian to sell in- 
fant’s real estate without necessity of 
appointing guardian for that purpose; 
court may acquire additional bond. 


New York 


Ch. 251: Validates appointment of 
testamentary guardian by a parent 
where the surviving parent is an adjudi- 
cated incompetent at the time of pro- 
bate; if during the minority of the ward 
the parent becomes competent to serve 
as guardian, he may apply to court to 
revoke letters of guardianship. 

Ch. 265: Amends Civil Practice Act 
Sec. 1384u to reflect authority granted 
to corporate fiduciaries, under Surro- 
gate’s Court Act Sec. 231 and Personal 
Property Law Sec. 25, to register 
guardianship securities in the name of a 
nominee. 


Ch. 369: Amends Sec. 365a of the 
Tax Law, relating to computation of 
net capital gain of a common trust fund, 
to delete the following definition: the 
words “capital loss” mean the excess of 
capital losses over capital gains, and 
the words “net loss” mean the excess of 
deductions allowed by Sec. 360 over 
gross income. 

Ch. 485: Increases from $300 to $500 
the amount of a legacy, distributive 
share or proceeds of an action to which 
an infant or incompetent is entitled, 
which may be paid on order of court 
to the infant’s or incompetent’s parent 
without appointment of a guardian or 
committee. 


Ch. 489: Provides for issuance of 
ancillary letters testamentary or of ad- 
ministration where grant of foreign ad- 
ministration was based on disappearance 
or absence under such circumstances as 
to afford reasonable grounds to believe 
“decedent” is dead; protects fiduciary 
in event “decedent” returns. 


Ch. 524: Increases to $1,000 family 
exemption for domestic animdls, their 
food, farm machinery, one motor ve- 
hicle and one tractor. 

Ch. 638: Permits recovery of funeral 
expenses in action surviving death of 
decedent when paid or payable out of 
estate; eliminates overlapping so far as 
medical, nursing and hospital expenses 
are concerned between damages recover- 
able in actions for wrongful death and 
in actions for personal injuries surviv- 
ing death of injured party; permits at- 
tachment of hospital lien only where 
such expenses constitute an element of 
damages. 


Ch. 639: Changes rule of distribu- 
tion of damages in actions for wrongful 
death to provide for distribution in 
proportion to pecuniary injuries suffered 
by surviving spouse and next of kin. 


Ch. 644: Imposes penalty of fine 
and/or imprisonment for a false or 
fraudulent return by executor or other 
person required to make estate tax re- 
turn; also for entry into decedent’s safe 
deposit box, with knowledge of his 
death, which results in evasion of tax. 


Oregon 


Ch. 349: 1947 Community Property 
Law is repealed, effective April 11, 
1949. The repeal does not affect any 
rights acquired under the community 
property law except that such property 
may be converted into property held as 
tenants in common or by the entireties 
or as separate property of either spouse 
by an agreement to that effect signed 
by both. Also, upon the death of either 
spouse after April 11, 1951, all prop- 
erty which would have been separate 
property except for the community 
property law shall be subject to dis- 
position by will or by descent and dis- 
tribution as separate property. 


Pennsylvania 


Act 121: Enacts Fiduciaries Act of 
1949, signed April 18, effective Jan. 1, 
1950. As the Wills, Intestate and Es 
tates Acts of 1947 recodified the sub- 
stantive law, so this Act represents a 
complete revision of existing laws deal- 
ing primarily with procedure. 

(An article outlining the new provi- 
sions will be published next month.) 


West Virginia 


S.B. 198: Provides for 


powers .of appointment. 


release of 


Wyoming 


Ch. 9: Validates charitable gifts 
and bequests and incorporation by refer- 
ence in will of any existing resolution, 
declaration or trust agreement creating 
a charitable trust. 

Ch. 74: Amends homestead statute 
with respect to payment of claims. 

Ch. 75: Substitutes “reasonable 
time” for “one month” as period with- 
in which executor or administrator 
must make inventory. 

Ch. 92: Enacts Model Rule against 
Perpetuities Act, adopting American 
common law rule. 

Ch. 93: Abolishes estates in fee tail 
and converts them into fee simple. 
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HIS column and subsequent ones 

will reflect impressions received in 
my recent travels around the country, 
from talks with attorneys, trustmen and 
life underwriters in connection with 
Estate Analysis as it pertains to the 
transfer of estate purchasing power. 
While seemingly unrelated, they have 
a common bearing upon the implementa- 
tion of the “Trinity of Planning Prop- 
erty Transfer” which requires that all 
parties thereto not only accept it in 
principle, but work at it. 


From time to time a trust officer tells 
me what his institution has done, or 
is doing, on behalf of the life under- 
writers in his community, such as news- 
paper advertisements expressing the 
theme “We believe in Life Insurance,” 
providing them with meeting places, or 
recommending the purchase of life in- 
surance to their clients, etc. Not infre- 
quently, it is implied or frankly stated, 
as in one recent instance, that, with 
certain noticeable exceptions, the in- 
surance men either show little or no 
appreciation, or exert little or no effort 
to sell their policyholders or prospects 
on the services of the corporate fiduci- 
ary. 


Admitting for the moment that there 
may be other contributing factors, I 
think that a substantial portion of the 
fault lies with the institutions in that 
they have supplied the underwriters with 
too little or nothing to sell. The trust- 
men often seem to take it for granted 
that the size of the institution, the ag- 
gregate of trust funds over which they 
have supervision, the splendor of their 
quarters or the obvious conscientious- 
ness of the executive personnel are such 
that the insurance man, duly impressed, 
will convey his impression to the pros- 
pect and, as a result, the latter will seek 
to employ the bank’s services. 


Of course, all of these factors are 
effective, particularly when the said in- 
surance man is successful in influencing 
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his prospect to go to the bank with him 
and thereby subject himself to the digni- 
fied atmosphere and charm of the trust 
department as well as to the salesman- 
ship of the new business man. At best, 


however, the ratio which the number of 


these contacts bears to the number of 
possibilities is much too low. 


Tax Saving or Management? 


What does the fiduciary have to offer 
to the public? Two things are stressed, 
namely (1) savings in taxes through the 
use of trusts and (2) trained and experi- 
enced management. Of the two, the 
former is probably the more tangible. 
On the other hand, it is the manner of 
transfer which is responsible for tax 
economies and by such token a testamen- 
tary trust will eliminate a double set of 
costs on that portion for which the 
marital deduction is allowed, regardless 
of whether the trustee is an individual 
or a corporation. 


In the light of this, the only reason 
why the estate owner might name the 
trust company for purposes. of saving 
taxes would be his unawareness that 
the same benefits could be obtained by 
naming his wife, or even a clerk in his 
business office, as trustee. Alert busi- 
nessmen do not name corporate trustees 
to obtain tax ‘savings except, possibly, 
in the case of inter vivos trusts. 

While it is undeniable that potential 
tax savings constitute an effective means 
of initiating negotiations with an estate 
owner, it is, in the last analysis, his in- 
terest in the capable management of his 
estate that impels him to name a corpo- 
rate trustee. Conversely, his lack of in- 
terest in and/or resistance to the use of 
a corporate fiduciary must obviously be 
attributable to (1) lack of confidence, 
(2) an inadequate concept of what is 
required in the handling of estates and 
(3) an unawareness of the organized 
care and supervision that a high grade 
institution can and does give to its 
trust accounts. 







A trust officer with whom I was visit- 


‘ing a few weeks ago said, “We do our 


bookkeeping with an electric iron.” 
Probably because of my apparent skep- 
ticism, he took me into the bookkeeping 
department where he showed me how 
all entries were typed on a large sheet 
having a coating of some kind of 
thermal adhesive on the back, then how 
each item was cut off, placed upon a 
ledger card and pressed down with a 
hot iron. My reaction to this routine 
matter was, how arresting his original 
statement would be if I were a prospect, 
and how indicative of the efficiency of 
his institution would a description of 
this operation be to the business man. 
The same trustman described the 
ways in which his department dealt with 
business enterprises of deceased owners. 
One which he cited involved a dairy 
farm, comprising the entire residuary 
estate, which his institution was opera- 
ting profitably for a charitable benefici- 
ary. I was intrigued by the capable 
way in which the matter had been 
treated. He likewise told me of their sev- 
eral committees and the manner in 
which they were integrated. 
Notwithstanding the many discussions 
on such matters which I have had with 
trust officers and hoW aware I think I 
am of the care exercised by high grade 
trust companies in the discharge of 
their responsibilities, I walked out of 
that bank with not only a deep respect 
for its managerial competence in partic- 
ular, but with a conviction that, to all 
intents and purposes, it had overlooked 
larger new business potentialities by 
failing to show Management at Work, 
to the life underwriters of that city. 
When a businessman who must add 
to his managerial staff learns of an 
individual possessing the required 


“know how,” and is impressed with the 
way he works and the care he exercises 
to turn out an excellent product, he 
doesn’t wait for that person to come to 
him. He seeks him out. 
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With few exceptions, every member 
of a Life Insurance and Trust Council 
is daily discussing with businessmen the 
problem of making adequate provision 
for their beneficiaries. Equipped with 
the same sort of information as the 
trust new business man, i.e., an under- 
standing of (1) what is required to 
give the general estate maximum pur- 
chasing power, (2) the factors that can 
impair its productivity, and (3) how 
the corporate fiduciary discharges its 
responsibilities, he is a most logical 
person to convince the estate owner of 
the need for managerial “know how,” 
and to get across to him the manner in 
which the corporate fiduciary protects 
the estate against the factors that can 
or may impair its principal value and 
purchasing power. It would not be sur- 
prising if he would be a better and 
stronger advocate for corporate fiduci- 


ary services than even the trust com- 
panies are for insurance. 


Why, then, isn’t it a sound procedure 
for the institution or—better yet—the 
institutions in any city as a group, to 
evolve and execute a program under 
which the life underwriter members of 
the local Life Insurance and Trust 
Council and/or selected non-members, 
are adequately informed on the hazards 
to which the estate and its purchasing 
power are vulnerable, including the 
fundamental reasons therefor, and how 
the operations of the fiduciary are or- 
ganized and integrated to cope with 
them. This could be supplemented by 
tours through their Trust Departments 
to show how an estate is handled. from 
the time that Letters Testamentary are 
issued, through the period of probate 
and, lastly, through a year or two of 
its administration as a trust. 


WHERE THERE'S A WILL 


HarRELL H. NEEL, who rose from 
milk wagon driver to vice president and 
director of National Dairy Products 
Corp., included a provision in his will 
which was apparently designed to avoid 
any question as to the ownership or 
value of certain property for tax pur- 
poses. In leaving all his personal effects 
and automobiles to Mrs. Neel, he de- 
clared that “such of the furniture and 
furnishings as were originally owned by 
me and located in the house and on 
the premises we occupy as a home, I 
gave to her many years ago.” 


The rest of the estate is left in trust, 
with Louisville (Ky.) Trust Company 
as executor and trustee, to pay Mrs. 
Neel the income for her life plus such 
amounts of principal as is necessary” to 
maintain my wife in that station of life 
to which she is accustomed” and in 
addition to defray “unusual and 
emergency expenses . . . such as, but 
not limited to, hospital, doctors’ and 
nurses’ bills.” Any trust property re- 
maining upon her death goes to their 
daughter Kathryn. 


Henry G. Weaver, General Motors 
official, whose will established a trust 
for his children in the event his wife 
predeceased him directed his trustee, 
National Bank of Detroit to read the 
following paragraph to his children: 


“It may appear that some of the re- 
strictions in this will will be difficult 
when it comes*time to carry out this 
will and may cause some tendency to 
feel that the provisions have been 


unfortunate, but I want my children 
to be assured that I have endeavored 
to do everything in my power in this 
will for their life benefit as _ well 
as for their immediate needs.” 


The will provided that the trustee was 
to pay the trust income to the children 
in generally equal proportions but in 
such proportions as their different needs 
might require. The trustee was instruct- 
ed to make the payments monthly in 
such amounts as would result in the 
children’s receiving the benefit of the 
annual distribution in monthly advances. 
If the annual income were insufficient 
to cover the advances, the deficiency 
was to be charged against that benefi- 
ciary’s ultimate shareof the principal, 
which was payable one-third at age 25 
and the balance at 35. 

Mrs. Weaver, having survived, she 
receives the entire estate outright and 
is appointed executrix. 


Martin L. ScuMipt, president and 
treasurer of the Coca-Cola Bottling Co. 
of Louisville, provided that every one 
of the almost 200 employees of his com- 
pany should receive at least $25 from 
his estate. The Kentucky Trust Co. was 
named executor and trustee. 


CONGRESSMAN SoL BLoom, of New 
York, left a total of $6,500 to three 
personal employees and the rest of his 
estate, valued in all at less than $10,000, 
to his daughter whom he named co-ex- 
ecutrix with Riggs National Bank of 
Washington, D.C. 


TRUSTS AND ESTATES 
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INCOME TAX 


Exemption of charitable and scientific 
organizations. Decedent’s will divided his 
estate into two parcels. Parcel No. 1 com- 
prised a going business consisting of the 
manufacture of pyrometric cones. Parcel 
No. 2 encompassed all of remaining as- 
sets of estate. Parcel No. 1 was left to 
the Edward Orton Ceramics Foundation 
for the purpose of: (1) continuing the 
business and (2) providing a Research 
Organization for studying ways and 
means for overcoming technical and 
manufacturing difficulties, and for thus 
advancing the ceramic arts and indus- 


‘tries of the United States. 


Parcel No. 2 was left to wife. However, 
because of low income of Parcel No. 2, 
Trustees of Foundation were instructed 
to pay wife total sum of $42,000 in 
monthly installments over period of five 
years, from the income of the business 
being operated by the Foundation. Widow 
elected to take under Will, although un- 
der State Law she was entitled to great 
deal more. As a condition of her election, 
Trustees of Foundation agreed to pay her 
a life annuity of $350 a month, to begin 
upon completion of payment of $42,000. 
Foundation claimed exemption from in- 
come tax under Section 101(6) of In- 
ternal Revenue Code. Commissioner re- 
fused to allow exemption for year 1940, 
and assessed deficiency. 


HELD: Foundation exempt as scien- 
tific or educational organization. Ulti- 
mate purpose for which Foundation was 
established was not to manufacture and 
sell standard cones, but to promcte the 
science or art of ceramics. Operation of 
the business was merely a means of ac- 
complishing its real purpose. Income from 
business was to be used to finance the re- 
search work. Since it is not origin of in- 
come but its destination that determines 
exemption. Foundation would qualify un- 
der Section 101(6). Fact that payments 
were made to widow out of income would 
not deprive Foundation of its exemption. 
$42,000 payment was a charge upon the 
estate and the amount of payments be- 
came charge upon Foundation as result 
of contract between her and Trustees. 
Comm..v. Orton, C. C. A.-6, March 28. 


Bonus earned in year of decedent’s 
death, is income of estate when paid. 
Decedent died in 1943. Company for 
which he worked for twenty years had 
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bonus plan in which he had participated 
for a number of years. No employee had 
any enforceable right under the plan to 
an allotment of a bonus for current year 
until that share was designated by the 
proper officer. No share of bonus for 1943 
was designated for decedent until March 
1944, several months after his death. 
Bonus amounted to $28,000 and was paid 
to estate in 1944. Commissioner included 
this amount in income of estate for 1944. 
Tax Court upheld Commissioner. 

HELD: Affirmed. Section 126 of Code 
provides that income of a decedent which 
is not properly includible in the taxable 
period in which the decedent’s death oc- 
curs must be included in gross income of 
estate for taxable year when received, 
provided right to receive such income is 
acquired by the decedent’s estate from 
decedent. Although decedent here had no 
enforceable right to receive the bonus, 
nevertheless, payment clearly represented 
compensation for his services, and right 
of estate to receive such payment was ac- 
quired through decedent. Furthermore, 
Section 126(a) (3) provides that amount 
includible in gross income shall have 
same character as it would have had in 
the hands of decedent if decedent had 
lived and received such amount. Estate 


‘of O’Daniel v. Comm., C. C. A.-2, April 4. 


Doctrine of constructive receipt in- 
applicable. Taxpayers, executors of their 
father’s estate, were awarded certain 
commissions by the Surrogate’s Court for 
period from 1932 to 1940. Commissions 
were not paid when awarded but rather 
in installments, with final installments 
being paid in 1939 and 1941. Taxpayers 
treated the awards as constructively re- 
ceived in 1932 and included them in their 
income tax returns for that year. The 
1940 award was similarly treated as con- 
structively received in 1940. Considering 
the amount as received during years 1930 
to 1938 inclusive, taxpayers computed 
their taxes on a spread-income basis un- 
der the option granted by Section 107 (a) 
of the Code. Actually, taxpayers each re- 
ceived $5,000 in 1940 and $10,000 in 
1941. Commissioner determined that the 
amounts received in 1939 and 1941 consti- 
tuted taxable income in those years. 


HELD: Commissioner sustained. The 
Regulations provide that income which is 
credited to the account of or set apart 
for a taxpayer and which may be drawn 
by him at any time is considered income 





in the year so credited. However, in 
order to constitute income there must be 
no substantial limitation or restriction 
as to the time or manner of payment and 
it must be available to him so that it may 
be drawn at any time. In the instant case, 
the funds were neither credited to the 
taxpayers’ accounts in the years in ques- 
tion, nor set apart for them in any man- 
ner. Furthermore, the estate did not have 
sufficient cash during those years to pay 
the amounts awarded them. Weil v. 
Comm., C.C.A.—6, April 6. 


Bargain sale of property by trust to 
partnership. No gain resulted to part- 
ners. Under terms of a trust three indi- 
viduals were owners of a manufacturing 
company. The company was an associa- 
tion taxable as a corporation. In Novem- 
ber, 1940 they formed a partnership with 
two other individuals for purpose of ac- 
quiring all assets and business of the 
company. Business was sold in 1943. 
Commissioner contended that the differ- 
ence between the amount paid for the 
property and its fair market value was 
in effect a distribution of earnings and 
profits taxable as a dividend. Tax Court 
upheld Commissioner. 


HELD: Reversed. Regulations provide 
that if property is transferred by a cor- 
poration to a shareholder for an amount 
substantially less than its fair market 
value, the difference between the fair 
market value of the property and the 
amount paid for it is considered as a 
distribution of earnings or profits tax- 
able as a dividend. However, property 
transferred must become the separate 
and independent holding of the stock- 
holders which they -may dispose of at 
will. Here, the transfer was to partner- 
ship instead of to taxpayers as indi- 
viduals, and thus did not become their 
separate and independent property sub- 
ject to their unfettered command. It did 
not become income, much less a dividend, 
to the taxpayers, at any time prior to 
1948, year in which the business was. 
sold. Shunk v. Comm., C.C.A.—6, April 4. 


Deduction for gift tax litigation dis- 
allowed. Taxpayer made gifts to his 
daughter of certain income-producing 
properties. Before gifts were made, tax- 
payer’s niece, who owned a one-eighteenth 
interest in property, died, thereby raising 
question of value of her fractional inter- 
est in the property. Taxpayer, upon being 
assessed a deficiency, realizing that the 
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undivided interest in property would be 
important in relation to his gift taxes, 
consulted lawyers. Attorneys’ fees for 
contesting deficiency assessed by Com- 
missioner were deducted by taxpayer on 
his income tax return. Commissioner dis- 
allowed deduction. 


HELD: Fees involved were personal 
expenditures and not deductible. Section 
23(a)(2) of the Internal Revenue Code 
allows deduction, in the case of an indi- 
vidual, for all ordinary and necessary 
business expenses incurred during tax- 
able year for the production or collection 
of income, or for the management, con- 
servation, or maintenance of property 
held for production of income. However, 
this section of the Code does not provide 
for a deduction from gross income of 
attorneys’ fees for services rendered in 
relation to advice for litigation in re- 
spect to gift taxes. Cobb v. Comm., C.C.A. 
—6, April 4. ; 


Bad debt deduction for notes of de- 
cedent purchased by trust. Decedent and 
his wife in” March, 1927, executed a 
declaration of trust, wherein he trans- 
ferred certain properties having a vlue 
in excess of $1,250,000. In 1930 decedent 
borrowed from Trust large sums of 
money, some of which he repaid. In 
October, 1935, Trust instituted suit 
against him for balance due and obtained 
judgment. 


During years following decedent’s 
death Trust acquired notes given by and 
judgment obtained against decedent, at 
a net cost of $58,642. In 1941 Trust took 
deduction as a partially worthless bad 
debt for notes and judgments plus addi- 
tional uncollectible amount of $16,630. 
Tax Court allowed deduction for only 
$16,630, basing its conclusion on the 
theory that the Trust had “assumed and 
paid” the notes and judgments and that 
such action was purely voluntary. 


HELD: Tax Court decisions, eight as- 
sociated cases in all, were set aside: 
causes remanded for new computation to 
reflect full cost of notes and judgments. 
Record not only failed to substantiate 
theory that judgments and notes to ex- 
tent of $58,642 were voluntarily assumed 
by Trust, but showed contrary to be 
true. In fact, notes and judgments were 
obtained by outright purchase and to 
protect title of Trust to property. There- 
after, Trust stood in shoes of assignors 

_of judgments and notes and was substi- 
tuted for them as a creditor of estate. 
While Section 23(k) (1) of Internal Rev- 
enue Code gives Commissioner discretion 
to determine what debts are worthless or 
recoverable only in part, he may not 
treat as voluntarily “assumed and paid” 
obligations that have been purchased and 
assigned to protect equities that may be 
used and applied against an existing in- 
debtedness. Houk v. Comm., C.C.A.—5, 

April 12. 
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ESTATE TAX 


Transfer without consideration includ- 
ible in gross estate. Decedent owned a 
fifty percent interest in a manufacturing 
concern. Sons, who had been associated 
with decedent in business for a long time, 
expressed dissatisfaction with their com- 
pensation and were fearful that they 
would not receive father’s share of busi- 
ness. In order to satisfy their demands, 
decedent created a trust, consisting of 
his share of the company, for the benefit 
of the sons. Trust income was payable to 
sons and upon their deaths principal was 
distributable to their issue. Decedent, as 
Trustee, retained power to make with- 
drawals from principal for benefit of any 
beneficiaries and to terminate trust at 
any time and pay principal to income 
beneficiaries. Upon his death in 1943, 
Commissioner included the trust property 
in decedent’s estate. 


HELD: Trust property includible in 
gross estate. Where a power to “alter, 
amend or revoke” a trust is reserved by 
grantor the trust property will be con- 
sidered part of the grantor’s estate. Here 
decedent, as trustee, could withdraw from 
the principal such sums as he deemed ad- 
visable and pay same to beneficiaries or 
any of them. This meant that he could 
withdraw share of one beneficiary from 
trust and pay it to another. Trust was 
thus subject to a power to “alter, amend 
or revoke” and was properly includible 
in decedent’s gross estate. Estate of Mol- 
lenberg v. Comm., C.C.A.-2, March 30. 


Contemplation of death — transfer to 
defeat dower of second wife. Decedent, at 
age of 85, made outright transfers to his 
children, with the alleged purpose of pre- 
venting woman who was about to become 
his second wife from obtaining a dower 
or statutory interest in the property. 
Commissioner determined that the trans- 
fers were made in contemplation of death 
and assessed a deficiency. 


HELD: Transfers taxable as made in 
contemplation of death. While the evi- 
dence and testimony were conflicting, 
it nevertheless indicated that the dece- 
dent’s prime and dominant purpose was 
to prohibit his future wife from sharing 
in his estate. Such a thought comes with- 
in contemplation of death under Section 
811(c). Estate of Parrish v. Comm., 
T. C. Memo, March 15. 


Conversion of community property to 
separate property. As a protective meas- 
ure to guard against his own generosity 
in making imprudent loans and invest- 
ments, decedent transferred all funds 
held by him and his wife as community 
property to the separate bank account of 
his wife. There was no agreement made 
to the effect that thereafter the funds 
transferred would be separate property 
of wife. Decedent died two days before 
the provisions of the 1942 Revenue Act 
became effective. That Act (since 








changed) required inclusion of entire 
community property in estate of one dy- 
ing first. Commissioner included the bank 
accounts in decedent’s estate. Estate con- 
tended there had been a transmutation 
of community property to separate prop- 
erty prior to decedent’s death. 


HELD: No transmutation occurred; 
bank accounts are includible in decedent’s 
estate. Although wife had control of ac- 
counts while they were in her name alone 
that was not sufficient, standing alone, 
to effect transmutation from community 
to separate property. Funds were used 
by wife to pay all community expenses, 
such as food and clothing. Insurance 
premiums on life of decedent were also 
paid by wife from the bank account. 
These were evidence of control and man- 
agement being lodged in the wife, but 
where there is no agreement between 
husband and wife transmuting commun- 
ity property into separate property, then 
exercise of management and control by 
the wife is considered to be exercised by 
her as agent or trustee for husband. Est. 
of Rainger v. Comm., 12 T. C. No. 67, 
March 30. 


Transfer in contemplation of death. 
Liability of transferee for deficiency. 
Decedent, who died in 1941, established a 
trust in 1922 designating wife primary 
beneficiary for life. Upon her death in- 
come was to be paid to grantor and upon 
his death to his issue. In 1929 bank was 
substituted as trustee and received trust 
property as transferee. Property was re- 
ported for information purposes only but 
was not included in gross estate. As re- 
ported by executors, estate was insolvent 
so that no tax was paid. Under Spiegel 
and Church decisions, however, trust 
property was includible in gross estate, 
resulting in estate tax deficiency. Ques- 
tion was whether trustee was liable. 


HELD: Trustee was liable for de- 
ficiency under Section 827(b) of Code. 
A transferee who receives, or has on the 
date of decedent’s death, property includ- 
ed in the gross estate, is liable for the tax 
to the extent of such property. Here the 
value of the property was in excess of 
the deficiency. Roberts v. Comm., T.C., 
Memo., March 24. 


Portion of stock dividend includible in 
estate. Decedent, resident of Pennsyl- 
vania, was one of income beneficiaries of 
ten year trust which was created in 
1934. Among assets of Trust were 48 
shares of stock of certain corporation. 
Corporation retired a number of shares 
held as Treasury stock and transferred 
substantial amount from surplus to cap- 
ital account, thereby increasing value of 
stock from $900 to $1,250 per share. Sub- 
sequently, shares of corporation were 
split 250 to 1 and Trust received 12,000 
shares of new stock for 48 old shares. 
Commissioner determined there had been 
a stock dividend and that proportionate 
part of new stock attributable to amount 
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transferred from surplus belonged to life 
tenants of trust under Pennsylvania Rule 
of Apportionment, and decedent’s share 
thereof was includible in her gross es- 
tate, although no apportionment ever 
took place. 


HELD: Commissioner sustained. Penn- 
sylvania Rule of Apportionment is that 
distribution of stock dividends between 
an income beneficiary and a remainder- 
man must be made so as to preserve the 
“intact value” of estate. “Intact value” 
includes all undistributed corporate earn- 
ings accumulated prior to creation of 
trust estate. All undistributed earnings 
accumulated after creation of trust and 
stock dividends resulting from their cap- 
italization belong to income beneficiaries. 
Applying these principles, decedent was 
entitled to a proportionate share of stock 
dividend representing capitalization of 
surplus earned after the trust came into 
existence in 1934. Soles v. Granger, 
C.C.A.—5, April 15. 


Girt TAx 


Payment of one half salary to wife not 
taxable gift under California law. Regu- 
lation invalid. Taxpayer, a resident of 
California, made agreement with wife in 
1939 to divide equally between them all 
community property owned by them, with 
the understanding that thereafter each 
would hold same as his or her separate 
property. Agreement did not include or 
relate to the future salary and earnings 
of taxpayer. However, taxpayer, having 
followed practice for many years of pay- 
ing his wife one half of his salary, con- 
tinued this practice after 1939 agree- 
ment. For years 1943, 1944 and 1945, 
Commissioner determined that taxpayer 
had made taxable gifts to wife of one 
half his salary, relying upon Section 
86.2 of Gift Tax Regulations 108. That 
interprets Section 1000(d) of 
Code as applying “to a division of com- 
munity property between husband and 
wife into the separate property of each, 
and to a transfer by the husband and 
wife of any part of such community prop- 
erty into the separate property, either of 
the husband or wife .. .” 


HELD: Regulation invalid as being 
an unwarranted expansion and enlarge- 
ment of the meaning of Section 1000(d). 
Although Congress may have power to 
make division of community property 
taxable, it has not done so. Until it does 
the Treasury Department cannot usurp 
the role of Congress and legislate such a 
provision into the law under the guise 
of a regulation. Mills v. Comm., 12 T. C. 
No. 64, March 28. 


Proposed regulations on Spiegel and 
Church cases. Since the United States 
Supreme Court decisions in the Church 
and Spiegel cases (Feb. issue) the Treas- 
ury announced proposed changes in its 
Estate Tax Regulations, -Sections 81.17 
and 81.18, to conform with the Church 


May 1949 


decision. In proposing these changes, the 
Commissioner has stated that no amend- 
ments are required as a result of the 
Spiegel decision. 

At present, Section 81.17 provides that, 
“The decedent shall not be deemed to 
possess a right or interest in the prop- 
erty if his right or interest consists solely 
of an estate for life.” In place of the 
sentence above quoted, the Treasury 
would substitute the following: “A right 
to the possession or enjoyment of the 


. property or a right to the income there- 


from constitutes a right or interest in 
the property.” Obviously this new lan- 
guage reconciles the Regulations with the 
Church decision. 


Another proposed change is in one of 
the examples under Section 81.17. An en- 
tirely new example is substituted for ex- 
ample 6, which indicates that if the de- 
cedent has parted with every right and 
interest in the property no part of the 
property will be includible in the de- 
cedent’s gross estate. 


The proposed amendment also provides 
that in the case of a decedent who died 
on or before January 17, 1949, the date 
of the decision of the Church case, prop- 
erty transferred before 10:30 P.M. East- 
ern Standard Time, March 3, 1931, shall 
not be included in the gross estate under 
Section 81.17, if the Commissioner shall 
determine that the decedent’s only right 
or interest in the property consisted of a 
life estate. The Commissioner’s decision 
in this regard shall be deemed to be con- 
clusive. 


Surtax on corporations improperly ac- 
cumulating surplus under Section 102. 
Treasury Department has issued release 
which will be considered in determining 
whether a corporation has accumulated 


surplus beyond its ordinary needs. Some ° 





of these facts, conditions and circum- 
stances are: 

The purpose for which corporation was 
formed; the dividend distribution history 
of the corporation: its dealings with its 
stockholders; the advances or loans made 
to stockholders in lieu of dividends; the 
accumulation of surplus resulting from 
retention of cash, securities, or other as- 
sets unrelated to and not essential to the 
normal operations of the business. 

The need to acquire or finance addi- 
tional working assets or to provide for 
reasonably expected expansion; whether 
the distribution of earnings to stock- 
holders would not have resulted in surtax 
because of individual losses or small in- 
dividual incomes; the stock is widely held 
in small blocks; the financial condition 
of the business at the close of the year; 
and all other factors applicable in any 
particular case which would be considered 
by a normally prudent business man in 
the conduct of a business. 

Whether distribution of earnings is 
adequate is thus a question of fact de- 
pending upon all circumstances. Treasury 
Department Press Release, April 13. 

Stamp tax on transfers to nominees of 
broker. Section 1802 (b) of Code ex- 
empts from Stamp Tax, transfer (1) to 
a broker or his regular nominee for sale; 
(2) by a broker or his registered nominee 
to a customer for whom and upon whose 
order the stock was purchased, or (3) 
by a purchasing broker to his registered 
nominee if the shares so transferred are 
held for the same purpose as if held by 
the broker. However, transfer of stock 
from the name of one nominee of a 
broker to the name of another nominee of 
the same broker does not fall within one 
of the above exemptions and would thus 
be subject to the Stamp Tax. M. T. 36, 
1949-8, I.R.B. p. 13. 









CHARITIES — Bequest Pursuant to 
Agreement Is Valid Although 
Made Within Statutory Period 


Pennsylvania—Supreme Court 
Gredler Estate, 361 Pa. 384. 


Testatrix and her husband, in the pres- 
ence of their attorney, orally agreed that 
the survivor of them should make a will 
leaving their jointly owned property to 
charities of the Catholic Church. The 
husband died first, and testatrix made a 
will in 1941 carrying out the agreement, 
displaying at the time a written list of 
the charitable purposes she and her hus- 
band had agreed upon. She made a new 
will July 1, 1947, of which a new and 
different Catholic charity was benefici- 
ary. She died July 24, 1947. 


By statute, a charitable gift by will is 
void unless the will is made at least thir- 
ty days before death. Testatrix’s heirs 
claimed the estate on the ground that the 
gift was void under the statute. The low- 
er court dismissed the claim, and the 
heirs appealed. 


HELD: Affirmed. There being a valid 
and binding contract of the testatrix to 
will property to charitable beneficiaries, 
her will made in performance of the con- 
tract was not void by reason of the death 
within thirty days of its execution. The 
reason for the statute was to make rea- 
sonably sure that a testator made charit- 
able and religious gifts of his free will 
and not under the coercion of the doubts 
and terrors of impending death. That 
reason does not exist in this case where 
the agreement to make the gift was made 
some ten years before testatrix’s final 
illness, and the gift was within the gen- 
eral scope of that agreement. 


CLaims — Estate, Not Administra- 
tor, Liable for Tort 


Pennsylvania—Supreme Court 
Miller v. Jacobs, decided April 13, 1949. 


Decedent held and operated a franchise 
for a ferry across the Monongahela 
River, and after his death in 1904, the 


RECENT FIDUCIARY DECISIONS 


administrators of his estate continued the 
operation. In 1933, one administrator died 
and the surviving administrator also con- 
tinued the operation. In 1945, a passen- 
ger on the ferry was pushed overboard 
and drowned when an auto on the ferry 
struck him. Suit was instituted by his 
personal representative against the sur- 
viving administrator in his fiduciary 
capacity. The administrator died in 1946 
and an administrator d.b.n. was substi- 
tuted as the defendant in 1948. A ver- 
dict for plaintiff was rendered which the 
lower court set aside and plaintiff ap- 
pealed. 


HELD: Affirmed. In Pennsylvania, as 
well as by the overwhelming weight of 
authority in other jurisdictions, the prin- 
ciple that the executor or administrator, 
not the estate, is liable for torts com- 
mitted during the course of administra- 
tion of a decedent’s estate is so firmly 
entrenched that no successful assault can 
now be made upon it. The suit was clear- 
ly against the estate, and no amendment 
can now be allowed to strike out the 
fiduciary description of the defendant be- 
cause the change from a representative to 
an individual capacity is an actual 
change of parties, which cannot be done 
after the statute of limitations has run. 


It was not decided what the result 
would have been if the ferry had been 
operated in pursuance of a direction in 
a will or if recovery had been had against 
the administrator individually, whether 
or not he would have been entitled to re- 
imbursement from the estate. 


COMPENSATION — Attorneys for 
Trustees Disbarred for Failure to 
Disclose Conflicting Interests on 
Commissions 


Missouri—Supreme Court en banc 
In re Buder et al., 217 S. W. (2d) 563. 


Disbarment proceeding against G. A. 
Buder and Oscar E. Buder, practicing 
attorneys of the State of Missouri. In 
1898, E. D. Franz died testate, survived 
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by his widow, Sophie, and their ten chil- 
dren. By his Will, he devised the residue 
of his estate to Sophie for her life, re- 
mainder to the children. The residuary 
estate included 210 shares of stock of the 
American Arithometer Company, valued 
at $20,000. In 1905, Arithometer became 
the Burroughs Adding Machine Com- 
pany and the Franz estate was thereupon 
issued 4,200 shares of Burroughs stock. 
By numerous stock dividends, this stock 
grew to 282,500 shares valued at 25 mil- 
lion dollars by 1929. 


In 1909, Sophie conveyed her property, 
including her life interest in the Franz 
estate, to her son, G. A. Franz, and to 
G. A. Buder as co-trustees, with pro- 
vision for income payments to grantor 
and her children and remainder to the 
children. The trust instrument provided 
that Buder & Buder should serve as 
counsel for the trustees, but contained 
no express provision fixing trustees’ fees 
or providing a basis for computing them. 
The law firm of Buder and Buder repre- 
sented Sophie at all times until her 
death. They also represented the trustees, 
and after 1926 and until 1935 repre- 
sented 634 of the 10 remainder shares. 


The Buders alleged, but failed to sat- 
isfactorily prove, a contract between the 
trustees and the remaindermen that the 
trustees should receive commissions on 
distributions of the corpus or on the 
phenomenal stock dividends of the Bur- 
roughs Company. The trustees, neverthe- 
less, claimed such commissions, even after 
the Supreme Court ruled in Hayes v. St. 
Louis Union Trust Co., 317 Mo. 1028 
(1927), that stock dividends were corpus 
and not income. In litigation claiming 
these commissions, the Buders acted as 
counsel both for the trustees and for 
certain remaindermen. These interests 
were in conflict and the Buders took a 
position adverse to the rights of the re- 
maindermen and favorable to the person- 
al interest of G. A. Buder without advis- 
ing the remaindermen of their legal 
rights. 


HELD: The Buders were guilty of 
professional misconduct and their separ- 
ate licenses to practice law in Missouri 
should be suspended for one year. It is 
the general rule in Missouri, since there 
is no statute fixing the compensation of 
trustees, and absent an express provision 
in the trust instrument or a contract be- 
tween trustees and remaindermen, that 
trustees’ commissions are based upon the 
amount of the yearly income received and 
paid out by them. Under the circum- 
stances of the case, the Buders, did not 
accord their remaindermen that candor, 
fairness and full disclosure which the 
law requires. 
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CONFLICT OF LAws — Transfer of 
Trust Situs by Appointment of 
Trust Company of Another State 
Permitted 


New York—Supreme Court, N. Y. County 
Matter of New York Trust Company, N. Y. 
L. J., April 19, 1949, 

A New York resident created an inter 
vivos trust for the life benefit of her 
son (a California resident) with remain- 
der to his descendants. The trustees were 
a trust company in New York and the 
son. There were ultimate remainders to 
“next of kin” to be determined by New 
York law. The trustees’ commissions were 
fixed by reference to New York law. The 
son was given the power to change the 
corporate trustee by requesting the exist- 
ing corporate trustee to resign and by 
appointing a new corporate trustee. The 
son requested the New York corporate 
trustee to resign and appointed a Cali- 
fornia trust company as its successor. 
The New York trust company requested 
a determination as to whether the Cali- 
fornia trust company was qualified to 
accept its appointment. 

HELD: The trust agreement is to be 
governed by New York law. The provis- 
ions that next of kin and trustees’ com- 
missions are to be determined by New 
York law and the fact that the settlor 
was a New York resident and selected a 
New York trust company are sufficient 
expression of the settlor’s intention in 
that respect. 





by 
bi 


However, the son was acting within 
the power conferred upon him when he 
selected a California trustee. The settlor 
did not specify that the son must select 
a New York trustee and the fact that the 
son was a California resident makes it 
improbable that this was merely an over- 
sight. Nor does our public policy forbid a 
transfer of the trust situs to another 
state. There is no incongruity in apply- 
ing the law of one state to a trust admin- 
istered in another state. Since this state 
encourages the selection of New York as 
the situs of trusts created by non-resi- 
dents, it should not deny its own resi- 
dents'a similar privilege. 

Nor do Sections 131 (3) and 100 of the 
New York Banking Law prohibit this re- 
sult. Under Section 181 (3) the Cali- 
fornia trust company could not act as 
trustee in New York because California 
does not accord a like privilege to New 
York trust companies. The statute deals 
with activity within this state, not with- 
out the state. 


DISTRIBUTION — Abatement in Ab- 
sence of Specific Intent. 


New Jersey—Supreme Court 
In re Bumsted’s Estate, 64 A. (2d) 55. 


Testatrix, who died in 1930, made 22 
specific bequests totaling $476,000. Her 
will also contained provisions for the es- 
tablishment of four trusts, the income of 
which was to be paid to specific benefici- 
aries for life and the remainder to form 








“Mr. Davis, will you remember to ask me if | 


May 1949 


made a memo of the things I’m to remind you of ?” 
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part of the residuary estate. Residuary 
clause of will directed that “all the rest, 
residue and remainder of my estate, both 
real and personal, of every nature and 
kind . . . including the trust funds here- 
inbefore set apart .. .” be paid to the 
residuary legatee. 

During administration it was found 
that securities comprising the estate had 
so depreciated in value as to preclude full 
payment of the general legacies and trust 
commitments. Accordingly the legatees 
and trust beneficiaries entered an agree- 
ment providing for a partial payment on 
a pro rata basis. 

Some of the life-tenant beneficiaries 
having died, instruction is sought respect- 
ing distribution of the remainders. The 
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residuary legatee contends that the speci- 
fic mention in the residuary clause of 
these remainders in the words “including 
the trust funds hereinbefore set apart,” 
converts such remainders into specific 
legacies which abate only after full 
abatement of residuary and general lega- 
cies. 
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HELD: Remainders fall into the resid- 
uary estate, and according to the accept- 
ed rules of construction, which are ap- 
plied in the absence of a specific expres- 
sion to the contrary, the residuary lega- 
tee is not entitled to participate until all 
general legacies have been paid in full. 
Express mention of property in the resid- 
uary clause is merely illustrative. Re- 
mainders therefore must be applied in 
payment of general legacies. 


DISTRIBUTION — Property Obtained 
by Fraud Passes to Defrauder Un- 
der Residuary Clause of Will 


Tennessee—Supreme Court 
Ledbetter v. Ledbetter, 216 S. W. (2d) 718. 


Testatrix deeded certain lands to her 
son John and subsequently executed a 
will in which she recited these convey- 
ances, adding that she therefore had no 
real estate to devise by her will. The 
residuary clause gave to John all “prop- 
erty of every kind and character, real, 
personal and mixed.” After the mother’s 
death, a bill was brought in Chancery 
Court by another son and his two half- 
brothers, to set aside the deeds on the 
ground that they had been procured by 
fraud, deceit and undue influence. John 
filed a plea in abatement, contending that 
if the relief sought should be granted, 
the complainants could have no interest 
in the property since it passed to him 
under the will in any event. 


HELD: Judgment dismissing the com- 
plaint affirmed. Complainants’ argument 
that the property passed as intestate 
property because not specifically devised 
is without merit. The intention that John 
should receive the entire estate is clear. 
A general residuary clause carries not 
only property which the testatrix did not 
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attempt to dispose of but such as was not 
effectually disposed of, including prop- 
erty as to the ownership of which testa- 
trix had no knowledge. Moreover, an 
owner who has been unlawfully deprived 
of property has the right to recover pos- 
session in a court of equity, and such 
right is devisable and passes under the 
residuary clause. 

—Staff Digest 


DISTRIBUTION — United States Not 
A Qualified Legatee 


California—Supreme Court 

Estate of Burnison, 33 A. C. 613, Mar. 22, 

1949. 

HELD: Under Probate Code Section 
27, permitting testamentary dispositions 
to be “made to the state, to counties, to 
municipal corporations ***,” the United 
States is not a qualified legatee and a 
testamentary gift to the United States 
is void. 


INVESTMENTS — Liability of Trustees 
for Acceptance of Non-Legals from 
Executors 


New Jersey—Supreme Court 

Dickerson v. Camden Trust Co., 64 A. (2d) 

214. 

Testator directed that his residuary 
estate be held in trust “to invest said es- 
tate in legal securities.” At his death in 
1930, approximately $500,000 of his es- 
tate was composed of non-legal stocks, 
bonds and other investments. Notwith- 
standing adverse business conditions and 
sharply declining values of testator’s as- 
sets, no steps to dispose of the assets or 
convert to legal investments were taken 
by executors. Contrarily, values were car- 
ried as of the date of death, and so re- 
flected in accountings by executors, which 
were approved by the Court and uncon- 
tested by beneficiaries. 


Thus, notwithstanding assets had de- 
preciated from an inventory value of 
$330,000 to $190,000 at time of final ac- 
counting, the defendants turned over the 
assets to themselves as trustees at the 
higher inventory figure, and continued to 
retain them unchanged. Beneficiaries seek 
to surcharge the defendants for losses 
sustained as a result of their failure to 
convert to legal investments. 


HELD: Trustees are surcharged. Con- 
firmation of defendants’ accounts in their 
capacity as executors concluded any li- 
ability for wrongful retention of invest- 
ments in contravention of their instruc- 
tions. When securities were delivered to 
defendants as trustees, however, they 
were under a duty to accept only proper 
investments at their then actual value. 
Their acceptance of non-legal securities 
at original inventory valuation consti- 
tuted a breach of trust and rendered 
trustees liable for difference between in- 
ventory valuation and actual value. In 
addition, trustees are liable for the loss 
of income caused by their breach of trust. 
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Joint TENANCIES — Co-rental of 
Safe Deposit Box Does Not Estab- 
lish Joint Tenancy 


California—Supreme Court 

California Trust Co. v. Bennett, 33 A. C. 683, 

Mar. 31, 1949. 

HELD: (1) Co-renter agreement with 
reference to a safe deposit box giving 
either signer access and providing that 
the survivor shall have exclusive right of 
access and possession of contents, does 
not establish joint tenancy in contents of 
box. 

(2) Section 683, Civil Code, providing 
that “a joint tenancy in personal prop- 
erty may be created by a written trans- 
fer, instrument or agreement,” means 
that joint tenancies may be created only 
by a writing. The law is recognized as 
having been different prior to the 1935 
amendment to Section 683. 


JURISDICTION — County Court’s Pow- 
er Over Proceeds of Sale of For- 
eign Land by Executor 


Nebraska—Supreme Court 
In re Wiley’s Estate, 36 N. W. (2d) 483. 


Among the assets of the estate was a 
contract made by the executor to sell 
lands in Wyoming. On foreclosure of con- 
tract, the Nebraska executor took title in 
his own name, with knowledge and ap- 
proval of the beneficiaries under the will. 
Subsequently, he sold the land for its fair 
value and failed to account. The County 
Court in Nebraska required the executor 
to make proper accounting, over objec- 
tion that the County Court had no juris- 
diction over real estate. 


HELD: The assets in the hands of the 
Nebraska executor included the contract 
by testator to sell Wyoming land which 
constituted personal property for which 
the executors were responsible under doc- 
trine of equitable conversion. While the 
County Court in Nebraska has no juris- 
diction of title to real estate, it had power 
to require accounting for proceeds of the 
land contract. County Court has jurisdic- 
tion when issue of ownership of personal 
property is between the executor, as 
representative of the estate, and his in- 
dividual right thereto. The executor bid 
in the land in his own name, with knowl- 
edge and approval of the beneficiaries, 
and he was not liable for so doing until 
such time as it is shown from the record 
that he actually intended to and did con- 
vert the property to his own use. 


Livinc Trusts — Court May Permit 
Reformation to Exclude Reverter 


Pennsylvania—Supreme Court 
Irish v. Irish, 361 Pa. 410. 


In 1941, settlor executed and delivered 
to trustees an irrevocable deed of trust 
for the benefit of his wife, daughters, 
grandchild, son-in-law, and possible heirs 
and next of kin.There was no provision, 
however, for the disposition of the prin- 
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cipal if settlor survived all the bene- 
ficiaries, and also if his daughter failed 
to exercise a power of appointment given 
her in the deed. After the decision in 
Spiegel v. Com., 325 U. S. 701, settlor 
filed a Bill in Equity to reform the deed, 
alleging that through the inadvertence 
and mistake of the draftsman, the above 
contingencies were not provided for and 
in the event of their occurrence, the prin- 
cipal would revert to him. Settlor wished 
now to provide that the principal should 
not revert to him, but should go to the 
Carnegie Institute of Technology. 


The lower court concluded that the 
possibility of reverter existed and that 
it had authority to amend the deed so 
as to conform with settlor’s intention, 
but dismissed the bill in order that the 
question could be passed on by the 
Supreme Court. 


HELD: Reversed; bill reinstated and 
record remitted for further proceedings. 
There was a possibility of reverter under 
the deed as drawn and a court in equity 
may reform the deed if the Chancellor 
finds that the omission in the deed was 
in fact a mistake or inadvertence, and 
such finding is approved by the court 
en bane. 


PowERS — Limitations — Sale to 
Beneficiary Upheld 


Pennsylvania—Supreme Court 
Lagéges Estate, 361 Pa. 205. 


Testator died in 1941, leaving a will in 
which he gave his residuary estate by 
percentages to his relatives, all but one 
of whom lived in Greece. The will gave 
the executors discretionary power of sale. 
Debts, administration expenses and taxes 
were more than twice the value of the 
personal: estate. In June 1944, the exe- 
cutors sold the real estate under the 





power of sale to the beneficiary in this 
country for the admittedly fair price of 
$60,000. The principal non-resident bene- 
ficiaries demanded, in the- Orphans’ 
Court, that the purchaser be deemed to 
hold the real estate in trust for all the 
residuary beneficiaries, and an accounting 
for the rests subsequent to the sale. The 
lower court ruled in favor of the pur- 
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chaser and the residuary beneficiaries ap- 
pealed. 


HELD: Affirmed. The will worked an 
equitable conversion of the real estate 
into personalty since there was a dis- 
cretionary power to sell and a necessity 
to sell in order to pay debts, taxes, and 
administration expenses. Moreover, there 
was a clear intent in the will that the 
residue be distributed as money as demon- 
strated by the blending of real and per- 
sonal property, coupled with the fact 
that all but one of the residuary bene- 
ficiaries were in Greece. On this view, 
are distinguished the cases which hold 
that one co-tenant cannot purchase an 
adverse title to the exclusion of the other 
co-tenants. The Orphans’ Court would not 
have jurisdiction over such a question, 
and in the administration of a decedent’s 
estate, in the absence of actual or con- 
structive fraud, a fiduciary may sell 
real or personal estate to one interested 
in distribution without constituting the 
purchaser a trustee for all beneficiaries. 


REVOCATION — Doctrine- of Depen- 
dent Relative Revocation Applied 
in New York 


New York—Appellate Division, Third Dept. 
Matter of Macomber, 87 N. Y. S. (2d) 308. 

Two instruments were found among 
decedent’s effects. One was a holographic 
will dated July 25, 1910 and was duly 
executed. Lines were drawn through a 
large part of the instrument and written 
over the text were the words “see codi- 
cile.” The same words appeared in the 
left margin. It was conceded that the 
marks and notations were made by the 
testator. The other instrument was dated 
October 17, 1946 and entitled “Codicil to 
my will.” It was signed by the testator 
but not executed-as required by law. 

The Surrogate applied the doctrine of 
dependent relative revocation, and held 
that the will was not revoked. This doc- 
trine states that a purported revocation 
is ineffective where the intention to re- 
voke is conditional and where the condi- 
tion is unfulfilled. 


HELD: Affirmed. The court did not 
follow Surrogate Foley’s statement in 
Matter of McCaffrey, 174 Misc. 162, that 


“the history of our statutes, the decisions 
and our public policy exclude the exis. 
tence of the doctrine of dependent rela. 
tive revocation as a rule of law in this 
State.” The court declared that, except 
for this decision of Surrogate Foley, the 
doctrine seems never to have been dis. 
avowed in New York, and stated that the 
revocation in the instant case was clearly 
related to the later disposition, and that 
this appeared to be a better case for ap- 
plication of the doctrine than any other 
reported New York case. 


SPENDTHRIFT TRUSTS — Termination 
Denied Despite Cessation of Pur- 
pose 


Iowa—Supreme Court 
In re Roberts Estate, 35 N. W. (2d) 756. 


Testatrix’s son was beneficiary of one- 
half of her estate under a will executed 
in 1936. In 1944, when the son was hav- 
ing difficulties with his then wife, testa- 
trix executed a codicil substituting the 
name of a trustee in place of her son and 
giving the trustee full discretion as to the 
disbursement of principal or income to 
the son during his lifetime and upon the 
son’s death the trust property was to 
pass to his two children. 

The son and the two children joined in 
an application to terminate the trust, 
claiming that the real reason for the 
trust was to put the son’s share of the 
estate beyond the reach of his wife, who 
had since been divorced from him with 
all property rights settled. 

HELD: The fact that all beneficiaries 
joined in the application to terminate the 
trust is insufficient as a reason to end it. 
Extrinsic evidence cannot be used to show 
the reason for setting up the spendthrift 
trust or that the reason for it has ceased 
to exist. There being no ambiguity in the 
will, and the reason for the trust not be- 
ing -stated therein, the will stands as is. 


SPOUSE’s RIGHTS — Widow’s Share 
Computed Before Taxes 


New York—Surrogate’s Court—Suffolk County 
Matter of Peters, N. Y. L. J., March 24, 1949. 


The testator’s widow and two children 
survived him. He bequeathed all his tan- 
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gible personal property to his children 
subject to the right of the widow to take 
any articles which she chose from his per- 
sonal effects. The value of the personal 
effects was $900. There was a trust of the 
residuary estate, valued at $3,500,000., 
the income of which was to be paid to the 
two children equally for their lives, with 
a further provision that if the wife 
should require “additional income for her 
personal needs” during her lifetime, the 
trustees were directed to pay “such 
amounts as are necessary” to her upon 
her notifying them of such requirement. 
The widow filed a notice of election to 
take against the will pursuant to Section 
18, Decedent Estate Law. 


HELD: (1) The widow is entitled to 
elect against the will. The trust provis- 
ions do not satisfy the requirements of 
Section 18 since the widow is not unquali- 
fiedly entitled to the income for life but 
only to such additional income as she re- 
quires “for her personal needs.” She does 
not have the right to demand income for 
other than her personal needs or if she 
has income of her own sufficient for her 
personal needs. 


(2) The intestate share of the widow 
is to be computed before deducting estate 
taxes, not after deducting them as con- 
tended by the children. Subdivision 1(a) 
of Section 18 D. E. L. does not prescribe 
a formula for computing the surviving 
spouse’s intestate share, as contended by 
the children, but merely fixes a ceiling on 
the intestate share. The widow’s intestate 
share is one-third of the gross estate less 
funeral and administration expenses and 
debts of the decedent. The intestate share 
is then to be reduced by the value of such 
personal effects as the widow selects in 
excess of the exemption under Section 
200, Surrogate’s Court Act. 

Because there was no direction against 
apportionment, the estate taxes are to be 
apportioned in accordance with Section 
124 D. E. L. The widow’s share of the es- 
tate taxes is the proportion which her 
share bears to the entire gross estate 
with proper allowance for her $20,000 
New York estate tax exemption and for 
her marital deduction with respect to the 
Federal estate tax. 
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TAXATION — Estate & Inheritance — 


Situs of Shares for Tax Purposes 


Supreme Court of Canada 
Re Brookfield Estate, Feb. 1, 1949. 


B, domiciled and resident in Nova 
Scotia, made an arrangement with Royal 
Trust Company under which the latter, 
from time to time, on his instructions, 
bought shares of the capital stock of 
various companies incorporated under the 
laws of different States of the United 
States. Each of these companies had its 
head office in the United States and 
maintained no share register or transfer 
office in Nova Scotia. 


The shares were registered in the 
names of various persons employed by 
the Trust Company at its office at Halifax 
and the certificates for such shares were 
endorsed in blank by the respective per- 
sons in whose names they were made 
out. To each such certificate, singly or by 
groups, was attached a declaration of 
trust, signed by the person in whose 
name the certificate was. made out, de- 
claring that such person held the shares 
as nominee of the Trust Company and 
that he had furnished the Company with 
authority to collect and receive all div- 
idends to which he, as registered owner, 
might become entitled. 


B died and the Trust Company, acting 
as administrator of his estate, paid to the 
Collector of Succession Duties for Nova 
Scotia the amount of duties levied by 
the province in respect of the shares in 
question. The company subsequently 
claimed a refund of the duties so paid. 
The question for decision was whether 
B’s beneficial interest in the shares was 
property “situate in Nova Scotia” within 
the meaning of the provincial succession 
duty act. 


HELD: Succession duty was not levi- 
able and payable for the use of the 
Province in respect of B’s interest in the 
shares. There was no place within the 
claiming province where a transfer of 
the shares could be carried through. 


The presence in Nova Scotia of ‘street 
certificates’ does not alter the effect of 
the proposition that in deciding in such 
cases as this whether a matter is ‘Tax- 
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ation within the Province’ within head 
2 of section 92 of the British North 
America Act, the test is where the shares, 
not as between transferor and trans-_ 
feree, but as between the company and 
the owner, may be effectively dealt with. 
A transferee of such a certificate would, 
of course, obtain the right to take the 
necessary steps to become the registered 
holder of the shares represented by the 
certificate but that is not sufficient. 


In reference to a contention by the 
province based upon the fact that the 
deceased was not the registered owner 
nor in possession of the certificates, Mr. 
Justice Kerwin stated: 


“the Trust Company and its employ- 
ees were merely Mr. Brookfield’s 
agents, bound to follow his instruc- 
tions as to voting, attending meetings 
and receiving dividends. The conten- 
tion that the real nature of Mr. Brook- 
field’s property was a right of action 
under a Nova Scotia trust, is to over- 
look the realities of the situation. 
Even if the Trust Company and its 
employees were trustees, the trusts 
ended when the certificates, endorsed 
in blank, came into possession of the 
Trust Company as administrator with 
the will annexed of the deceased.” 
Reported by Ontario Legal Editor 


WILLs — Construction — Words of 
Survivorship Held to Mean Surviv- 
ing Testator 


Massachusetts—-Supreme Judicial Court 
Cross v. Cross, 1949 A. S. 459; April 7, 1949. 


The testator devised all his estate “to 
my son Thomas — and to my son Wil- 
liam — share and share alike, or to the 
survivor of them.” Both sons survived 
the testator. 


HELD: They took as tenants in com- 
mon, not as joint tenants. The words of 
survivorship meant surviving at the 
death of the testator, and since both sur- 
vived they took the real estate in equal 
shares as tenants in common. Hence, on 
the death of one son his heirs could main- 
tain a petition for partition. 


Wits — Probate — Conditional 
Will Not Intended 


Pennsylvania—Supreme Court 
Morrison Will, 361 Pa. 419. 


The instrument claimed to be testator’s 
will was in the form of a letter to his 
son: “Nov. 29. Dear Frank if I never se 
you again I want you to have everything 
I own keep this it may be of use to you 
some day your Father,” and was duly 
signed. At the time, testator had a wife 
and another child. He lived 27 years after 
the letter and saw his son constantly. The 
lower court rejected the will on the 
ground that it was conditional and tem- 
porary, being based on the son’s absence, 
his not seeing his father again and cer- 
tain difficulties with his wife. 
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HELD: Reversed. If the intent of the 
testator was that he desired his son to 
have his estate because he might never 
see the son again, the gift was absolute; 
if his intent was that his son should take 
only in the event that he did not see his 
son again, the gift was conditional and 
would fail if the testator saw his son be- 
fore his death. Here the words, “keep 
this it may be of use to you some day” 
negative the intention that the gift 
should fail if testator saw his son again. 
The possibility of not seeing his son was 
the reason for making his will at that 
time and not a condition. 


a; &-a 


Recent Estate Valuations 


Atwater Kent, pioneer radio manu- 
facturer, left an estate valued at approxi- 


mately $8,500,000 . . . Mrs. Theodore 


Cella, who as Mabel Boll was known as ° 


the fabulous Queen of Diamonds during 


the 1920’s, left an estate of $150,000 and 
no known will . . . Harry Gordon Self 
ridge, American-born founder of the in.) 
ternationally known London department 
store bearing his name, left $6,176 after’ 
having made and lost two fortunes. . . 
Joseph Bowling, ragged recluse who died 
of malnutrition in a $1.50-a-night room. 
ing house, left an estate believed worth 
half a million dollars. 


Ignace Paderewski, famous pianist- 7 
statesman, left an estate of approximate- © 
ly one million dollars, of which about ~ 
two-thirds was bequeathed to Polish 
universities under a will which had 
been.in the vaults: of the Paris office of | 
Morgan and Co. since the testator’s | 
death in 1941 .. . Ernest L. Woodward, 7 
former president of the Jell-O Co., left 
$5,433,315, of which over two million 7 
was bequeathed to University of Roches- ~ 
ter for medical research. 
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